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10: 00 a. m

SECRETARY DORTCH: Today's hearing wll
focus on the FCC s Broadcast Oamnership rules and will
give the public an opportunity to voice its opinions
about the Commission's examnation to determne
whet her any of the rules are no longer in the public
interest as a result of conpetition. This periodic
exam nation is required by the Communi cations Act.

Following are the procedures for today's
en banc hearing. W will wutilize a tinme-keeping
machine located in front of Chairman Powell to
maintain tinme limts on each presentation. Panel i sts
will each have a total of five mnutes to nake their
i ndi vi dual presentations. The green light wll stay
it for the first three mnutes of your remarks. Wen
the yellow light signals, you have one additional
mnute to sum up your presentation and close your
remar ks. The red light signals the end of your
allotted tine. Pl ease conclude your remarks at that
time.

Following the norning session, a |unch
break will be held from12:10 p.m to 1:10 p. m

Information concerning nearby eateries is

available on the table to the right outside of the
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bal | room doors.

The Convention Center prohibits the
bringing in of food and drink from outside vendors.

The afternoon session of the hearing wll
begin pronptly at 1:10 p.m Sign | anguage
interpreters are available to assist people wth
disabilities. If you need an interpreter, please
indicate this now to the FCC interpreter who is
standing with her hand rai sed.

The transcript of this hearing will be
made a part of the record and will be available on the

FCC website, wwwfcc.gov approxinmately 14 days from

t oday.

M. Chairman and  Commi ssioners, t he
hearing wi |l now begin.

M. K. Dane Snowden, Chief of the
Comm ssion's Consuner and Covernnmental Affairs wll
serve as our MC

Thank you.

MR SNOADEN: Good norning. On behal f of
the Comm ssion | would Iike to wel conme everyone to the
FCC s Broadcast Omership en banc hearing. In
addition, | would Ilike to thank and extend the
Conmm ssion's thanks and appreciation to all of the

invited panelists and the nenbers of the public for
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joining us fromthe R chnond area and from across the
country.

As many of you know, the Commi ssion is in
the mdst of its nost conprehensive review
of the FCC s broadcast ownership rules, sonme of which
date back to the early 1940s. Every two years the
Conm ssion is required by Congress to examne its
broadcast ownership rules and determ ne whether the
rules are necessary in the public interest as
the result of conpetition. If a rule cannot be
justified, it must be nodified or elimnated.

Today' s en banc hearing is another exanple
of how the Commssion is interacting with the public
on this very inportant subject. In addition to
participating in the public forum sponsored by
Col unbi a University, we have received nore than 18, 000
comments on this subject, the vast majority of which
are fromindividual citizens.

Qur goal today is to hear fromthe public
on the inportant issue of Broadcast Ownership
currently before the Conmm ssion. It should be noted
that the Commission's ultimate task in fulfilling its
public i nt erest responsibility is to pr onot e
diversity, localism and conpetition. In addition, we

must craft rules that are sustainable in the eyes of
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the courts.

W are very interested in |earning how the
three prongs of diversity, localism and conpetition
are pronoted under our current broadcast ownership
regi ne. As the FCC designs rules, we strive to
establish a franework which accounts for the nodern
day marketplace. Al of this stated, it is inportant
to note that, by the end of this proceeding, the FCC
i ntends to have broadcast ownership rules that reflect
the current marketplace and are | egally sustainabl e.

Before we begin with our noderator and the
panels, | would first like to turn the floor over to
the Chairman and Comm ssioners for their opening
remar ks

Chai r man Powel | ?

CHAI RVAN POWELL: Thank you, Dane, and

wel conre everyone to this Federal Communi cat i ons

Conm ssion field hearing. "Il get right to an
i nportant question. It seens |like every tine we have
one of these it's snow ng. I don't know what that
means, but we'll fight through it. But | want to |et

everyone who has traveled to know that we are going to
keep a cl ose eye on the weather and do what we need to
do in terns of adjusting schedules, if that becones a

problem just so that you know.
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Actually this snow only heightens ny
gratitude for the sacrifices our panelists have nade
to be here today. It is comendable that they agreed
to take time out of their busy schedules to prepare
for and participate in today's hearing. G ven the
weat her condi tions, their efforts are deepl y
appr eci at ed.

| would also like to thank Dane Snowden
and his tireless team for nmaking this broadcast
owner ship hearing happen. Until you' ve actually tried
to set up a field hearing like this, you may not
appreciate how much work is truly involved. They did
a fabulous job and | appreciate their efforts.

| am enornously pleased so nany people
have expressed an interest in the Conm ssion's review
of broadcast ownership regulations. The nunber of
comments we have received is staggering, multiple
t housands from the general public alone. It is
gratifying to wtness first hand the wunparalleled
opportunities technology now provides the Anerican
public to participate in the denocratic process. This
record conbined with the forum we hold today, wll
create one of the nost exhaustive records in recent
FCC history, one deserving of a proceeding of this

magni t ude.
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| am particularly pleased to see that the
staff arranged for the |eadoff presentation to address
"l egal issues” which are often perceived as pesky to
some, but essential to good policy making. There are
issues in nedia policy far sexier than the |egal
framework, but none is nore critical if you wish to
understand how we wll make ownership policy
deci si ons.

For better or worse, the FCC has hundreds
of rules and regulations currently on its books. Each
day, when ny colleagues and | come to work in the
norni ng, we have plenty to do. Thankfully, one thing
we don't have to do is re-justify every rule in the
book. Each existing rule is generally presuned to be
as valid today as it was yesterday.

Sadly, the broadcast ownership rules are
fundanental ly different pursuant to Congress' design
Every two vyears wthout fail, the Commssion is
required by statute to review the broadcast ownership
rul es. And when it does, it is legally required to
presune each rule is no |onger needed unless we find
ot herwi se according to the courts. Unless we can re-
justify each broadcast ownership rule, in short, and
under current nmarket conditions, the rule goes away.

Under this tough review standard of
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review, courts have becone far nore skeptical of FCC
rationales for inposing limts on broadcast ownership.
Five times in the past two years we have defended our
ownership rules in court. And sadly, five tines we
have lost. 0-5is not an envi able record.

The common thene of the courts' criticism
is that we have failed to justify our rules in |ight
of today’'s nedia environment. What the courts have
told us, in no uncertain terns, is that the biennia
standard is a rigorous test. Either we produce
evidence that the rule is still necessary, or we nust
elimnate it and if we do not, they will do it for us.

If the Comm ssion does the sane half-
hearted effort it did in the last Biennial Review I
guarantee you that every one of the broadcast rules
wll be swept away in a court of law Let's see if we

can put that Genie back in the bottle.

Yet we all agree that some broadcast
ownership limts are indeed critical if we are to
mai ntain a robust marketplace of ideas. The public

interest is all about pronmoting diversity, l|ocalism

and conpetition. W can achieve these goals -- and
the courts wll agree with us -- if we do it
correctly.

The right way 1is building rules that
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reflect today's nmedia nmarket. W do that by gathering
evidence on the critical questions: How do Ameri cans
use the nedia? Were do they get their news fronf
What industry structure best pronotes diverse and
i nnovati ve nedi a content?

The FCC staff kicked off that effort by
conducting a dozen studies on the workings of the
nmedi a. What ever those studies suggest for ownership
policy, they make an inportant procedural point --
that this rulemaking will be driven by evidence, not
just intuition or personal preference. Thi s agency
tried personal preference in the last biennial review
and got hammered for it.

That's why we have proceeded nethodically
this tinme around. The court cases gave us clear
gui dance on how to do the biennial review correctly.
We took that guidance to heart, we conducted a |arge
nunber of studies, and then we began the biennial. W
had a long conment period so interested parties could
formulate their own views and provide us with them
And several public hearings, including today's, are
bei ng hel d around the nation.

| hope today's hearing will build on the
enornous record already before wus. W  have

specifically set aside tine for nmenbers of the public
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to air their views and | very nmuch look forward to
hearing t hem

Finally, let nme once again thank the
panelists for agreeing to join us today to share their
views as well as ny colleagues for being here. The
speakers with us today are an enornously talented and
acconplished group, and | very nuch look forward to
their statenments and the subsequent dial ogue.

Conm ssi oner Aber nat hy?

COW SSI ONER  ABERNATHY: Thank you, M.

Chai r man

Good norning, everyone. It's a pleasure
to be here. First, I want to thank Dane Snowden and
everyone involved in organizing today's event. | also

want to thank everyone that is taking part in today's
hearing whether you are on a panel or you' re comng
here as part of the audience, you are nmaking an
i nval uabl e contribution to the discussion on broadcast
owner shi p. You braved the elements to get here, as
the Chairman said. So thank you very nuch.

| don't have to tell any of you about the
inmportant role that the nmedia plays in our education
our entertainment, and in our civic discourse. For
this very reason, the FCC has continually focused on

the inportance of pronoting localism diversity and
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conpetition when we're crafting nmedia ownership rules.

I am committed to furthering these |[|ong-standing
goals by re-examning our rules to ensure that our
regul ati ons advance and do not underm ne our policy
goal s.

It is also inportant to note that Congress
instructed us to review our broadcast ownership rules
to determine if they are still necessary in the public
interest in light of the changes in conpetition. In
addition to this Congressional mandate, however, the
courts have also weighed in and not very kindly, and
they've weighed in by overturning sonme of our nedia
ownership rules. And as the Chairman nentioned our
win/loss record in the courts over the past two years
has been rather pathetic. The courts have al so nade
clear that we nust justify the retention of any of our
rules, or they wll be elimnated. W have been
faulted for failing to take into consideration the
pl ethora of voices that are now available and for
failing to take a consistent approach across all of
the ownership rules. These court deci si ons
necessarily provide the <context for any future
deci sions that the FCC nakes.

No one can dispute that the marketplace

has changed significantly since the adoption of many
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of our ownership rules. W now have a greater nunber
of choices, as well as increased consolidation. It
was not that long ago that we only had three networks
and sone independent stations. Now, in addition to
ABC, CBS and NBC, we have UPN, WB and PaxNet avail able
to us over-the-air. Ei ghty-five percent of hones,
nor eover, have access to hundreds of cable programm ng
net wor ks. I know that sone have expressed concern,
however, that 90 percent of the top 50 cable channels
are owned by the television networks and the cable
providers. These kinds of cross-ownership issues are
very inportant and we need to |look at them But |
also want to | ook beyond the popularity of a program
and ask whether we have a diverse array of choices
that can reach small niche audiences that nay be
ignored by the nmainstream nore popular progranmm ng
So, when discussing choices I wll look not just at
the top 50 cable networks, but also at the other
nati onal and regi onal networKks.

| also recognize that there has been
i ncreased consolidation in the nedia industry; this is
not surprising because conpani es seek the benefits of
scal e and scope unless curtailed by regulators or the
courts. M job is to look at the effects of

consolidation and to ask:
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How has consolidation affected the anount
of di verse progranm ng people are receiving?

How has it affected the availability of
local news and public affairs programmng in snall
mar ket s?

How has it affected conpetition in the
mar ket pl ace?

Restrictions that may have been needed in
the past to ensure conpetition and diversity may
actually nmake it nore difficult for programmers and
station owner s to provi de conpel i ng quality
programming in light of the significant conpetition
that over-the-air broadcasters are facing from other
sour ces.

In seeking answers to these and other
guestions, we need to be wary of the unintended
consequences of changing our rules, as well as of the
uni nt ended consequences of maintaining our rules. I
want to ensure that if we elimnate or nodify any of
our current rules, we don't lose vibrant voices and
di verse sources from our civic discourse. | also
need to know what effect our current rules are having
on the survival of the broadcast industry as they
position thenselves to conpete with cable, DBS and

ot her services. And while we talk about the 85
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percent of people that have access to cable and
satellite, we can't forget about the approximtely 15
percent of the American public that only receive
broadcast services. | think it's essential that free
over-the-air services remain conpetitive and viable
and continue to provide programmng alternatives.
What | don't want is for the conpetitive environnent
to drive the mgration of quality progranmng to cable
and away from broadcasti ng.

No doubt, these are inportant decisions
and we nust carefully consider the regulatory options
that are avail able. But do not worry that we are
rushing to judgment. First, governnent is sinply
i ncapabl e of rushing.

(Laughter.)

Second, we are responding to the fact that
a nunber of rules that have been remanded or vacated
by the courts, leaving the Anerican people, the
industry and the FCC in I|inbo. I naction by the FCC
only prolongs the uncertainty to the detrinment of the
public and the narket pl ace.

And third, wthout question, this is the
nost robust, detailed evidentiary record that | have
seen in ny 20 years of practicing telecommunications

| aw.
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As Dane stated, we sought coment on 12
studies and we have received over 3000 comments, over
2900 of which are from individual citizens. In
addition, there have been over 10,000 e-mails fromthe
public, and a nunber of public hearings have been held
and are being held again in the future. | amtaking a
hard ook at this information as are | know all of ny
col | eagues. But don't forget, the statute and the
courts require the Commssion to act on a tinely
basis, and it is our obligation and duty to respect
and adhere to that schedule. W cannot let fear
paralyze us. There will be no crystal ball available
to us six nonths or a year from now. And | believe
our job, why we were nominated by the President and
confirmed by the Senate, is to nake these tough
decisions and not sinply hope that they'll go away.
And while | know that not everyone wll agree with us
when we nake these decisions, we wll be carrying out
our responsibilities.

So thank you for allowing ne to take a few

mnutes to share with you the questions that | think
need to be addressed. | look forward to |istening and
learning from all of you, the insight and the

viewpoint of the public and the industry are, as

al ways, an essential part of the FCCs regulatory
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process. Thank you for your tine and your commtnment
to working with us to nake well informed and well
reasoned decisions that will benefit all of us.

MR SNOADEN: Thank vyou. Conm ssi oner
Copps?

COW SSI ONER  COPPS: Good norning and
wel cone. Thank you all for braving the weather to
take part in this inportant event. Those of you from
Washi ngton have heard ne say that, for ne, no issue
pendi ng before the Federal Conmunications Conm ssion
is so inportant as the decision on whether to

elimnate or significantly change our medi a

concentration protections. | say that because what we
decide will have a formative influence on how our
media will look for nmany, many years to cone. I

bel i eve that fundamental val ues and denocratic virtues
are at stake here -- things like localism diversity,
conpetition and maintaining the multiplicity of voices
and choices that undergird our narketplace of ideas
and that nourish Anerican denocracy. And also at
stake is the quality and type of the entertainnent
that we and our children watch and hear. So this is
really inmportant work that we are about today. And I
think that despite Mdther Nature and other chall enges,

we have top quality participation today. So |I'm ready
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for us to roll up our sleeves and go to work.

| think that we should have two goals
t oday. Proceeding on an assunption that sone find
hard to believe, all expertise on these issues does
not reside within the 1-495 Beltway. Qur record needs
much nore breadth than the capital can provide. So
our first goal in comng to Richnond is to talk with
menbers of this comunity and this state and to tap
| ocal expertise to help us nmake the right decisions
and have a record of factual depth and granularity
that the courts will accept in reviewing what we do
and that the American people will accept. Secondly, I
hope we can raise the awareness in R chnond that
sonething inportant is going on at the FCC, sonething
that each person here in the city and in the state has
a stake in, sonething that every consunmer, every
citizen, should know about.

| am frankly concerned about consolidation
in the nedia, and particularly concerned that we are
on the verge of dramatically altering our nation's
medi a | andscape w thout the kind of broad, national
debate and analysis that these issues so clearly
nerit.

Wiy am | concerned? |'m concerned because

| don't believe that we vyet know the potential
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inplications of our actions. W do have sone
experience to learn from-- and that is what happened
to radio after Congress and the Conm ssion changed the
rules of the gane seven years ago. Many nedi a
observers believe that the | oosening of ownership caps
and limts that took place then created real problens
in radio. W' |l hear nore about that on today's
panel s. Arguably, consolidation also created sone
econom es and sone efficiencies that all owed broadcast
nmedia conpanies to operate nore profitably and nay
even have Kkept sone stations from going dark and
depriving comunities of service. W need to take
that into consideration. But | think nost people

would admit that the consolidation went far beyond

what anyone could have f oreseen in 1996
Congl oner at es now own dozens, even hundreds -- and in
one case, nore than a thousand -- stations all across

the country. More and nore of their programm ng seens
to originate hundreds of mles renoved from listeners
and their communities. And we know this, there are 34
percent fewer radio station owners in February 2003,
than there were before these protections were
el i m nat ed. The majority of radio narkets are now
oligopolies. And all this in only seven short years!

It raises serious questions. Medi a
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wat chers |ike the Media Access Project, which is here
t oday, Consuners Union, and Professor Robert MChesney
argue that this concentration has led to far |ess
coverage of news and public interest progranm ng. The
Future of Misic Coalition in its nulti-year study
finds a honogeni zation of mnusic that gets air play and
concludes that radio seenms to serve now nore to
advertise the products of wvertically integrated
conglonerates than to entertain Anericans wth the
best and nost original progranm ng.

So, should we elimnate, or substantially
change, the protections that remain for television,
cable, and newspapers? Before we can nmake that
decision, we need to better understand the current
nmedia | andscape and the inplications of elimnating
concentration protections. Today we know far too
little to make an informed deci sion. Not only do we
not have all the answers, we haven't yet teed up all
t he questions. Let me list just a few questions the
studi es don't answer.

What is the likely prospective effect on
| ocalism diversity, and independence of TV, cable,
radi o, and newspapers if we elimnate our protections,
especially given our history with radi o consolidation?

How rmuch news and public affairs
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programm ng was broadcast in the years imediately
bef or e and after elimnation of FCC radio
concentration protections?

What effects have recent nedia nergers,
radio consolidation, and TV duopolies had on the
personnel and resources devoted to news, public
affairs, and public service programmng, and on the
out put of such progranm ng? How about the effect on
the creative arts? WIIl elimnating our rules result
inacrisis in any of those areas?

Do newspapers and co-owned broadcast
stations carry simlar viewoints nore frequently than
i ndependent newspapers and broadcast stations? The
one FCC study is criticized as insufficient.

How do consolidation and co-ownership
affect the news' and arts' focus on issues inportant
to mnorities and to the objective of diversity? And
how about chil dren?

Is there a relationship between the rising
tide of nedia consolidation on the one hand and the
low quality and indecent programmng on the other
hand?

How are advertising and snmall business
affected?

The list goes on and on. Today hopefully
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we can begin to address sone of these questions. W
need answers to them before | can feel confortable
about meking an informed decision. W need a

diversity of input into the Conm ssion on these issues

t hat goes beyond anything we've ever had before. Ve
need to hear from stakehol ders of every stripe -- and
as far as |I'm concerned, anybody that lives in this

denocracy of ours is a stakeholder in the future of
t he nedi a.

So it's just not business, although
busi ness input is essential. VW want to hear from
consuners, |abor, educational, religious, and mnority
organi zations, and Americans who have never heard of
t he Federal Conmunications Comm ssion. W can pretend

that these folks read the Federal Reqgister and can

afford the lawers to participate fully in our

i nsi de-the-beltway decision naking. But we'd be
ki dding ourselves. This decision is too inmportant to
make in a business-as-usual way. W need Anerica's
buy-in, and we need your help in answering these
questions. That is why | have put so nuch enphasis on
outreach to those | call nontraditional stakehol ders
who have traditionally | acked access to the FCC. That
is why |'ve been pushing so hard for hearings around

t he country.
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Sonething tells nme this hearing will not
di sappoint nme and we'll walk away from here know ng
sone facts, granular facts that we didn't know before
we got here and that we'll hear sone perspectives that
don't just automatically float into us at the FCC

Lastly, I want to note that all of us here
today -- from the Chairman and the FCC, to nedia
advocacy groups, academcs, and industry, we are al
interested in doing what's best, together, for the
Anerican people and the American consuner. | note
with sadness this norning that Fred Rogers of M.
Rogers' Nei ghborhood died today. Here was a man who
really used the nedia to serve the public interest,
and his exanple would remi nd us what we're all working
for, TV, radio, cable, newspaper and internet, that
sonmething that uplifts and infornms and serves. e
have sone extraordinary people who have nade a real
effort to debate this issue today. That means a | ot
to ne. | knowthat we're all after the same thing and
that we can work together to do the best thing.

Thank you, M. Chairman, for calling this

hearing. Thanks to Dane Snhowden and his capable team

for putting it together. Thanks to our panelists for
taking the tine to cone here. And to the audience
al so.
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MR SNONDEN: Comm ssioner Martin?

COW SSI ONER  MARTI N: Good norning and
thank you for -- thanks everyone as well for braving
the weather to join us at this public hearing. And
Dane, | particularly want to thank you and your staff
for the incredible job, as you always do, in putting
this together for us.

| find enornous value in the opportunity
to talk to you and actually hear from nenbers of the
public, as well as the nedia industry. Getting your
thoughts and insights on the subject our nedia
ownership rules is particularly inportant to our
t hor ough revi ew.

Wien fornulating nedia ownership rules,
three key principles have guided, and will continue to
gui de, our Agency's decisions: conpetition, diversity
and localism These <core values recognize the
trenendous role the nmedia plays in a functioning
denocracy, where the ability to express diverse
viewpoints is essential. | ndeed, nmuch of the news,
information and entertainment that we receive today
are fromthe nmedia. Thus, any decisions the FCC makes
with respect to nmedia ownership will inpact our day to
day lives, the continued expression of diversity and

ultimately our denocratic system Yet, we nust
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address these issues. Congress has required us to
review our broadcast ownership rules every two years
to ensure that they are still necessary. And the
courts have made clear that this cannot be a cursory
revi ew, nor can we base our conclusions on
unsubstanti ated bel i efs.

As the Chairman has explained, if we don't
adequately justify our rules, the courts may elimnate
our ownership rules altogether. In that vein, the
Chairman should be comended for conducting this
conpr ehensi ve revi ew.

There's no question that the courts have
been evaluating our decisions wth increasing
scrutiny. Indeed, the D.C. Grcuit has struck the
last five media ownership rules it has reviewed. The
court has repeatedly criticized the Commssion for
failing to consider the conpetitive forces present in
the nodern nedia marketplace and the new voices that
have been introduced since the rules were first
enact ed.

| ndeed, the nedia |andscape has changed
significantly since the adoption of our current rules.
The nunber of broadcast networks has doubled and we
now have nunerous nonbroadcast networks. There are

230 national cable programm ng networks and nore than
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50 prem um networks that regularly rival the broadcast
networks in audience share. Their success is
naturally due to the introduction of w despread
popul arity of mul ti - channel vi deo pr ogr amm ng
servi ces. In fact, today, over 85 percent of
households receive their video programmng Vvia
satellite or cable.

In addition, the growh and popul ari zati on
of the internet has dramatically changed how people
receive and distribute information. The internet
represents a significant outlet for diverse use, as
well as an inportant source of news and information to
consuners.

It is with all these changes in mnd that
we nmust conduct our review of the ownership rules.
Gven all of the developnents in the nedia |andscape,
one rule in particular is in need of review The rule
whi ch prohibits a conmpany from owning a newspaper and
a broadcast station in the sane market has not been
reviewed in alnost 30 years. Today, newspapers are
the only nedia entities that are prohibited from
owing a broadcast station, even in the |argest
markets. Today, two broadcast stations are generally
permtted to conbine in the largest markets and could

own up to six radio stations as well. Yet, newspapers
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remain prohibited from owing even a single radio
station.

The Conmi ssion has stated several tines in
the past seven years that this rule mght need
nodi fying, but after three notices it has yet to act.
At a mninum | think that so long as a significant
nunber of i ndependent Voi ces remai n in t he
mar ket pl ace, we should give broadcast stations and
newspapers the same opportunity to conbine that two
tel evision stations now have in the | argest narkets.

O course, the introduction of new voices
into the marketplace does not necessarily nean that
all of our limts need to be relaxed or elimnated
Indeed, | believe that the FCC nust be mndful of
uni nt ended consequences from any changes to our rules.
For exanpl e, many people have expressed concern about
the increase in consolidation that has occurred in
| ocal radio. But some of this consolidation may
actually be due to the Comm ssion's rules rather than
the nunerical Iimts set by Congress.

The problem lies in the FCC s definition
of a market and in an obscure counting method for
determ ning how many stations in a market one entity
owWns. The result of our practice is that the

Comm ssion sonetines treats small towns |ike big

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

29

markets. We have raised these issues as well in the
current proceeding and we need to take this
opportunity to address them here as well.

Cearly, with the nedia nmarketplace
becomng nore and nore conplex, there are no easy
answers to the task we confront. The ownership rules
are in need of review and in sone instances revision.
But our guiding principles will remain at the heart of
all our deci sions.

| remain conmtted to doing everything I
can to ensure that the FCC adopts ownership rul es that
pr ot ect and pronote conpetition, diversity and
localism in today's nedium environnent and |I'm fully
aware of how central the decisions will be and wil
make to the lives of many of you.

Thus, | welcone all of your insights and
commend the Chairman for instituting this proceeding
and scheduling this hearing. And | look forward to
hearing from you, both today and in the nonths to
corne.

Thank you.

MR SNOADEN: Thank you. Conm ssioner
Adel st ei n?

COW SSI ONER  ADELSTEI N: Thank you, M.

Chai rman and Comm ssioners. |'d like to thank you for
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conveni ng today's hearing. | really appreciate your
| eadership in pulling this together and | think it's
going to be a very illumnating panel we have and
thank you to Dane for pulling this together and to all
the staff of the Consumer and Covernnental Affairs
Bureau for doing this. 1'd like to thank Conm ssioner
Copps also for his leadership in calling for all of us
to get out of DC. and to get out of the Beltway and
to hear from people that are affected by this and that
nmeans everybody because everybody in this country is
affected by this.

And we have an anmazing group of panelists
today |I'm looking forward to hearing from very
shortly. | thank them and the audience for braving
the elements to get here.

As ny coll eagues have noted, we are about
to make sonme enornous decisions, sonme of the nost
i mportant decisions ever nmade by this Comm ssion. And
yest er day, for exanple, we had a hearing on
tel ecommuni cations issues at the House Commerce
Comm tt ee. A lot of the hearing turned out to focus
on media ownership. It turned out Menbers of the
House Commerce Conmmittee are deeply concerned about
how this Conm ssion takes its role as people who are

charged wth protecting the public interest and
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ensuring that the public interest is served as we are
required to do by law in establishing the nedia
ownership rules of this country. Because the nedia
market isn't |ike other consuner products. It's not
like we're dictating the price of candy here. But you
could conpare it in a sense to candy. Think about the
children of this country. | have a new child at hone
and you don't want them eating sweets all the tinme and
you don't want them watching stuff on television
that's |ike candy. You want them watching the good
stuff, things that he's going to learn from things
that are going to help his small mnd to grow and to
devel op. And we need to | ook at how the rules that we
establish affect our children. And we need to | ook at
how it affects all Americans of all ages. The nedi a
really dictates the vitality of what the Suprenme Court
referred to as the "uninhi bited marketpl ace of ideas."

So we need to hear froma diverse range of
nmedi a voi ces. This is at the very core of our
denocr acy.

I'd like to read to you a bit from a
Suprene Court decision in the Red Lion case that
touches on this issue and really, | think, l|ays out
the role that the Suprene Court sees in law for the

Comm ssion. The Suprene Court held, and |I quote, "it
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is the right of the public to receive suitable access
to social, political, aesthetic, noral and other ideas
and experiences which is crucial here. That right may
not constitutionally be abridged by Congress or by the
FCC. "

So the Supreme Court decision is every bit
as pertinent to our discussion of the ownership rules
as the D.C. Grcuit opinions that have asked the FCC
to justify our current rules.

W've got to build a solid evidentiary
record to support our rules as ny colleagues have
i ndi cat ed. But we've also got to bear in mnd that
the Suprene Court nandate to pronote the core public
interest values is also our job. V& need to pronote
diversity, localism and conpetition in our nmedia
mar ket s. And our decisions can't possibly rest on
just enpirical evidence alone. W' ve got to exam ne
in quantitative data and | conmend the Chairnman's
| eadership in conducting these FCC sponsored ownership
st udi es. These studies and the critiques of them |
think, offer us a key part of our current record. But
these questions do not Ilend thenselves to purely
guantitative answers. W need to hear about vyour
experiences as participants in the nedia narketplace.

You know, governnment rulemaking inherently involves
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making predictive judgnments about what's going to
happen as a result of actions that we take now. And
how can we possibly say that we can cone up with any
scientific proof about what's going to happen based on
sone kind of quantitative data? W've got to |ook at
what's happened in the past. W need to |ook at
history. W need to |look at the radio market and see
if we're satisfied with what happened as a result of
taking the cap off entirely as Congress did to the
amount of radio stations that people in this country
can own.

| don't think a lot of people in this
country are happy about what they hear on the radio
| know a lot of Menbers of Congress have expressed
concerns directly to us on the Conm ssion.

So we need to nake predictive judgnents
that's done in traditional anti-trust analysis as
well, but those judgments have to be rooted in a
solid, evidentiary record, but let's not pretend that
this is science. The questions before us just don't
| end thenselves to mathematical proofs. W've got to
use our judgnent and the courts have time and again
affirmed the right of this Conm ssion to exercise its
judgnments in trying to determne what is the public

interest which is our |egal nandate.
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So how do we determne what nedia
ownership rules best pronote the public interest?
This task is daunting and it's nade even nore
challenging by the short tine frame that's been
proposed for this proceeding.

One panelist in our |ast hearing observed
that the FCC plans to revanp all of its rules in a
shorter tinme frame than an NBA basketbal |l season and |
joined the Conm ssion part way into that season. I
view this form as another step in our record building
efforts and another step getting close to the process
of getting ready to nmake those decisions. The
panelists that we have before us are a cross section
of some of the many stakeholders in this proceeding.
They're journalists, content producers, broadcasters,
educat or s, but even nore inportantly, they're
listeners, viewers and participants in our denocracy.
You all have a stake in this proceeding and we want to
hear your views today.

It's been noted that we have over 15,000
coorments on the record in this proceeding, a huge
nunber by FCC standards, but there's 250 mllion
people in this country and all of them are affected by
t hi s. So today is part of an effort and we need to

make a lot nore efforts just like this to reach out
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and get nore input on these nassive decisions that
we' re about to make.

Like | said, your participation is crucial
in FCC deci sion making. The process depends on it and
nore inportantly the outconme depends on it. There's
no way the Conm ssion can fully understand the inpact
that our decisions are going to have on different
constituencies unless we hear fromthem

If we're to craft nmedia ownership rules
that best serve the public interest as we're required
to do, we've got to hear from the public and that's
why |'m here.

| don't know yet what nedia ownership
rules will best serve the public interest, but | know

that the FCC nust proceed wth caution as we

reconsider our existing rules. Further nedia
consolidation can't easily be undone. Once the
toot hpaste is out of the tube, it's going to be

difficult, if not inpossible to put it back in. So
t hanks again for joining us and let's get to it.

MR SNOADEN:  Thank you, M. Chairman and
Conmi ssioners. This norning, we will hear from three
panel s on the specific thenes of diversity,
localism and conpetition. The panels wll be

nmoderated by Tom Krattenmaker, who wll first

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

36

summarize the Kkey broadcast ownership rules and
i ssues.

Before | introduce M. Krattenmaker, |et
me briefly describe the two ways we have provided for
menbers of the public to participate directly in
today's program First, while the panelists are
speaki ng, menbers of the public are invited to wite
down any questions for the panelists on the index

cards located on the tables at the back of the room

when you cane in. Those cards wll be collected
during the panel presentations. The questions wll be
forwarded to the noderator, who will pose themto the

appropri ate panel i sts fol | ow ng their openi ng
statenents.

Second, we have set aside 30 mnutes at
the end of each panel as a public coment period.
Menbers of the public are invited to use the open
m crophones that are located in the mddle of the room
to offer coments regarding the pending rulenaking
pr oceedi ng. If you are not able to express your
comments today, you are welconme to submt them as a
part of the record in the pending broadcast ownership

rul emaki ng  proceedi ng. To file your conments

electronically, go to ww.fcc.gov and follow the

instructions for ECFS Express.
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Now it is ny pleasure today to introduce
our program noderator, M. Tom Krattennaker. Tomis

Senior Counsel in the Wshington office of Mntz

Levi n, where he focuses on teleconmunications
transactions and anti trust representation and
counsel i ng. Prior to joining Mntz Levin, Tom was

Director of Research in the FCCs Ofice of Plans and
Policy under former Chairman WIIliam Kennard. In that
position, Tom oversaw the Conm ssion's staff review
and recommendations to the Comm ssion regarding
tel ephone, cable and satellite industry nergers.
Before joining the Conmm ssion, Tom served as Speci al
Counsel for Policy and Regulatory Affairs in the
Antitrust Division of the Departnment of Justice.
There he oversaw review of several nergers and other
transactions in regulated industries. Tom al so
clerked for Justice John Harlan of the U S. Suprene
Court, and spent several years in academ a. He was
professor of Ilaw and Associate Dean at Georgetown
University as well as Dean of the Marshall-Wthe
School of Law at the College of WIliam and Mary. He
has also taught at the University of Connecticut
School of Law and at the University of Natal in South
Africa.

W are honored and pleased to have Tom

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

38

join us today and noderate our panel discussions.

MR KRATTENVAKER:  Thank you, Dane. It's a
privilege and an honor for ne to noderate today's
hearings and 1'd like to give ny sincere thanks for
that to each of the Commssioners and to the FCC s
Media Bureau for inviting me here today and asking ne
to noderate this session.

|'d like to join with the Conm ssioners in
thanking you for attending and also thanks to the
people in R chnond for hosting us. For those of you
who have not already guessed it from ny accent, this
is a bit of a honecomng for ne. | amnot a Virginian
by birth, although I was born in South Jersey, but I
spent nost of ny high school years in Richrond
attending both Hermtage and Douglass Freedman H gh
School s. In fact, the high point of ny career in
public elective office occurred right here in R chnond
in 1956 when | was elected President of the 8th G ade
at Hermtage.

(Laughter.)

As you can tell from Dane's excessively
kind introduction, ny academc career has been in
constant decline since then.

It is the opinion of a couple of people

here that there mght be sonme nenbers of the audience
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who are not so interested in learning about ny
fascinating life as understanding why we are here and
what the ground rules mght be, so why don't | get to
t hat .

Today's topics, what are we here for? The
Conmssion is in the mdst of reviewing, as you' ve
heard from the Conmm ssioners, in one conprehensive
proceeding, all of its rules that Iimt the extent to
which owners of radio and television broadcast
facilities can control additional outlets or related
busi nesses. There are essentially six of these rules
under review. Now renenber, Dane told you |I spent 30
years in |legal education, so you pay attention because
there is going to be a pop quiz when | finish.

Four of these six rules center around
| ocal nmarkets. They are first, the local TV station
ownership rule. This rule provides that no one nay
own nore than two TV stations in any one narket and
may own two only under certain conditions concerning
the size of the market and the strength of the co-
owned stations.

There's also a local radio ownership cap
This provides that a firm may own up to eight radio
stations in one market, depending on the size of the

mar ket which is to be neasured by the nunber of radio
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stations in that market.

Next we have the local TV-radio cross
ownership rule which provides that a firm that owns
only one TV station in a local market may own one,
four or seven radio stations in that market as well
depending on the size of the |ocal narket. In this
case that market is neasured by taking account of not
only the nunber of radio and TV stations, but also the
nunber of cable systens and newspapers in that market.

And the final local rule that's in this
proceeding is the broadcast newspaper cross ownership
ban, which provides that no one may own both a daily
newspaper and either a TV or a radio station in the
sane market .

The other two rules center around national
mar ket s. First, there is a limtation on TV network
nmer ger s. No nmerger is permtted between firns that
are anong the top four television ownership networks,
but a top four network nmay nerge with a network
outside the top four

In addition, there's a national TV station
ownershi p cap. No conmpany nmay own a group of
television stations that in the aggregate can reach
nore than 35 percent of U S. households. There is no

corresponding limt on the nunber of radio stations
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that any firmcan own nationw de.

Ckay, got all that? It's quite a
nmout hf ul . It's easy for nme to say. | practiced it.
But actually, it's not all that hard. As a sunmary
overview, just think local and national. In I ocal
broadcast markets such as Richnond, there are rules
[imting TV plus TV, radio plus radio, radio plus TV,
and newspapers owning either radio or television.
Then at the national level there are [imts on TV but
not radio network nergers, and total national TV, but
not radi o ownership. And those are the rules that the
Commi ssion is reviewing in this proceedi ng.

Now as you probably have already figured
out, and as sonme of the Conm ssioners have alluded to,
these ownership rules were not all created at the sane
tinme. For exanple, the antecedents of the |local radio
rule traced back alnost all the way to 1927 when the
Federal Radi o Conm ssion, the precursor to the Federal
Communi cations Commission was set up, wile the
newspaper ownership rule is relatively new, it's about
30 years ol d.

Additionally, they are not only different
ages, but these rules grew up in silos, so to speak,
not always taking account of one another or not

overtly taking account of one another. For exanple
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did you note and if you did you're doing a good job of
keepi ng up, how the local ownership rule usually, but
not always, takes account of |ocal narket size and
when the rule does take account of |ocal narket size,
they don't all mneasure the size of the market in the
same way.

Further, these rules have never before
been exhaustively reviewed as part of a single
conpr ehensi ve package. So it's really quite a
daunting task that the Conm ssioners face and rmuch
easier to be a noderator than a Conmm ssioner on this.

| think for those of you who are here
today, it's inportant to know not only what the rules
are, but why they are being reviewed collectively and
so thoroughly today and why the terns, conpetition,
diversity and | ocalism have cone to franme nost of the
di scussi on concerni ng those rules.

Let nme talk a little bit about why now?
Wiy is the Conmmission doing this now? You know what
rules are on the table. Wiy are they on the table
t oday? Fundanentally, they're on the table today
because of what Congress did in one section of its
conpr ehensi ve comuni cations |law reform |egislation,
t he Tel ecommuni cati ons Act of 1996.

When Congr ess addr essed br oadcast
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ownership rules in the 1996 act, it did three things.

First, it elimnated the Conm ssion's national radio
ownership limts and it raised both the local radio
caps and the national TV caps. Then, Congress
directed the Conmssion to imediately tweak a couple
of its remaining rules.

Fi nal |y, and  nost inmportantly here,
Congress required the FCC to review each of its
remai ning broadcast rules every two years. What
Congress said is that the question the FCC nust
address in these biennial reviews is whether "any of
the rules"” that is the six we just reviewed, "whether
any of the rules are necessary in the public interest
as a result of conpetition.”

And the Federal Court that reviews the
Agency's ownership rules has construed that provision
as "carrying with it a presunption in favor of
repealing or nodifying the rules.”

So the Comm ssion has been directed to
carry out these reviews now, and then to do it again
two years later and again two years after that,
etcetera, etcetera. Tal k about the comunication
| awyers perpetual guaranteed incone act. | join with
all other nenbers of the Federal Communications Bar

Association in expressing our undying gratitude to
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Congress for having dug this very deep trough at which

we may feed for years on end, and apparently, ny
grandson as wel | .

In addition to doing it every two years
according to the courts, the Conmm ssioners have to
approach the task with the presunption to at | east
nodify the rules. Now it's also inportant to note
these facts don't tie the Comm ssion's hands and they
don't ordain any particular outcone. Presunpti on
doesn't nean fixed determnation, but they do place
l[imts both on how long the Commssion can wait,
per haps not nuch |onger than the course of an entire
NBA season, and on its ability to preserve the rules
without identifying evidence that clearly supports
t hem

Now | wanted to say a few words about the
terms of the discussion, what you're going to hear
from the veterans or the cognicenti here. As |
indicated in discussing the rules, we've had imts on
radio and TV ownership virtually fromthe inception of
radio and television services in this country. So
there's quite a lot of water already over the dam
i ncludi ng discussions, both |earned discussions and
unl earned di scussi ons, about what is at stake here.

Most peopl e, including nost Conm ssioners
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who think about these issues, tend to conclude that
the values at stake are those of conpetition,
diversity and |localism And that these are three
di stinct values, each focusing on a different aspect
of the effects of any medi a consolidation.

Let me try to illustrate this by taking a
very sinple hypothetical for vyou. Suppose somneone
wants to buy two television stations in R chnond,
Vi rgini a. Wthout knowi ng any further details about
the transaction, we can already imagine three
different potential opponents of that nerger. One
m ght say | worry about the effects of the nerger --

[END TAPE 1, SIDE A, BEG N TAPE 1, SIDE
B. ]

-- is | worry whether the nerged firm
after t he nmer ger, will be able to behave
anticonpetitively, for exanple, by raising ad rates to

nonopoly levels or by cutting back its program day in

order to restrict output. That's our conpetition
i ssue.

A second opponent mght say well, | don't
really see a problem with conpetition here. In fact,
this merger mght be good for conpetition. It mght

create a nore efficient firm but conpetition is not

the only value we care about. |  worry about
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diversity. What | nmean by that is | worry that the
nmerger mght result in fewer distinct points of view
being aired in Rchnond or in fewer differences in the
types of prograns being offered over the air to
Ri chnond resi dents.

Now ny hypothetical’s third opponent m ght
say | think that after this nmerger there will be nore
robust conpetition and just as nmuch diversity of
program and formats, but | worry about the inpact of
this nerger on |ocalism That is, | worry that the
owners and operators of the nmerged firm as conpared
to the previous firns, will not be as deeply rooted in
and in touch wth the R chnmond comunities when
prograns, personnel or formats are chosen.

Now of cour se, certain br oadcast
conbi nati ons, real ones, not hypothetical ones, may,
depending on one's point of view, raise significant
guestions with respect to one, two, three or none of
those values. Nor are these categories of concern air
tight. For exanple, as many of you have figured out
al ready, concerns about Ilocalism or conpetition may
each translate into a concern over diversity. Ther e
may be other value that needs to be accounted for as
wel | . For one tine I'lIl abuse ny privilege as the

noderator to interject a personal view here is |
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wonder why nedia consolidation rules should be seen as
an aspect of the Commssion's spectrum managenent
duties. But since | seemto stand alone on that, 'l
retreat back to nmy other role.

| mean to say, however, that if you think
sonething other than conpetition, diversity or
| ocalism may be at stake, you' re not necessarily the
only one in the roomwho thinks that.

But the fact remains that nost of what
you'll hear today wll be couched in terns of
conpetition, diversity and |ocalism And how, if at
all, the FCC s ownership rules should be influenced by
each of those val ues.

And in fact, the staff has arranged the
panels, the formal panels around each of those
concept s.

So as a gross, but | hope useful over
generalization, we're going to spend about six hours,
snow wlling, talking about radio and television
ownership patterns, national and |ocal, actual and
potential and how those patterns mght positively or
negatively affect conpetition, diversity and | ocalism

Got that? That's what we're all here
about .

Now how are we going to do that? W're
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going to do it, please, by followng tw rules. As
your noderator, |'m asking that every participant,
panelist, open mker and even Comm ssioner alike,
pl ease agree to abide by two and only two sinple rules
t oday. | base these rules on ny experiences wth

public hearings, on ny teaching experience and also

frankly on ny desire to prove that I, too, support the
concepts of limted governnment and freedom of speech
from oppressive regulatory oversight. So we'll have

only two rul es.

First rule is please stay strictly within
your tinme limts. You are inportant. | aminportant.
But she and he are equally inportant too. Every rule
has an exception, of course. Exenptions from this
rule will be granted, but only to those who need extra
time in order to quote extensively from one of ny
books.

(Laughter.)

O who are  Conm ssioners. Doubl e
exenption, if you' re both of the above.

Secondly, again with the exception of the
Conmi ssi oners, of course, will you please as a fornal
matter speak through nme. Think of me, if you w sh, as
a potted plant with a m crophone. As noderator, |

want to be able to direct the flow of discussion, but
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Il will not cut it off. W don't want the panelists
arguing back and forth with each other. 1'd |ike you
to come through nme so | can bring other people in, if
need be.

Thank you, in advance, for follow ng these
hopeful Iy sinple rules.

Now let's hear what's on your mnds? For
your opening statenments, each panelist will be given
five mnutes and as | nentioned before, | would I|ike
you to introduce yourselves because you know better
than | just what brings you here.

MR BQZELL: Thank you, M. Krattenmaker.
My nanme is Brent Bozell. I'"'m the Chairman and the
founder of the Parents Tel evision Council.

Good norning, M. Chairman, Conm ssioners

and fellow panelists.

M. Chairman, | thank you for inviting ne
to address these hearings, but | confess at the start
that | do so with a certain degree of trepidation.

There is, for starters the angst one feels when his
libertarian sensibilities are assaulted by the nere
t hought of federal intervention into ownership of
private property. It's probably safe to say that |
have never taken a position that does anything other

than advocate open markets unfettered by governnent
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regul ati on.

It would follow then that as technol ogy
advances in the world of conmmunications and presents
new opportunities for expansion, we should all rejoice
and not interfere with the opportunities provided by
t hose who would enter into the narket.

Chairman Powell, | believe, agrees wth
this. | believe he believes this has been the result.
And in Chairman Powell's recent interview with a

Hol | ywood reporter he stated, and | quote, our
statistics are since 1960, there's been sonething like
a 195 percent increase in outlets and 139 increase in
i ndependent owners."

Chai rman Powell went on to say "the truth
is, by alnobst any neasure, there are nore networks
than there ever were Dbefore. There are nore
television stations than there ever were Dbefore.
There are nore i ndependent owners."

On the face of it then, it wuld seemthat
deregul ati on has worked and media consolidation is but
a nythol ogy. But then one scratches the surface,
digging a little deeper, in this case looking at the
FCC s own statistics and a different picture begins to

ener ge. In the past 25 years, the nunber of TV

station owners has declined from 500 to 360. There's
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been a nmassive increase in the nunber of cable
channels, yet alnobst three quarters of them are now
owned by six corporate entities, four of which are TV
net wor ks. Four entities domnate the nobst popul ar
cable progranmng as well as prine tinme network shows.
Six entities control approximately two-thirds of all
Vi ewers.

The Comm ssion's own research 'S
devastatingly clear. And | quote: "Since there are
approximately 106 mllion TV households, the average
nunber of networks available is over 50 per househol d.
This sounds like a |arge nunber. However, when we
exam ne the ownership of these networks, we discover
t hat al nost t hree quarters of them serving
approximately 4 billion subscribers are owned by six
corporate entities. The four major TV networks, NBC,
ABC, (CBS, Fox and the two dom nant cable providers,
AQL-Tine Warner and ATT Liberty, conpletely dom nate
t he tuner.”

And finally this, "the big three networks
went from an ownership share of programmng of 17
percent in 1989 to 48 percent in 2002 through growth
and nergers.”

This, | believe, is not what deregulation

was intended to acconplish. Coviously, the Comm ssion
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cares a great deal about the diversity issue and
obviously the industry cares a great deal about that
i ssue as well. But what about the public which this
Comm ssion and the industry profess to serve? The
Parents Tel evision Council has over 750,000 nenbers
nationwide. | can only venture a guess, but | suspect
that if a survey were taken of them asking them what
they believe is the nost inportant issue concerning

television today, not one percent would point to

diversity or conpetition or localism or nedia
consolidation as an inportant issue. But | know what
does top their [list. Like the average Anmerican

famly, they are disgusted, revol t ed, fed up,
horrified, | don't know how else to underscore this

by the raw sewage of the ultra violence, the graphic
sex, the raunchy |anguage that is flooding into their
living roons day and night through the television
screen and poi soning the mnds of an entire generation
of youngsters whose parents' concerns are dism ssed by
an industry that adnmonishes them instead to stand
guard over the TV sets, perhaps with a baseball bat to

keep i npressionabl e children away.

Now | ask the nedia behemoths how
i nportant the issue of indecency is to them | wonder
if you wll find one single executive, |I don't know of
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one, who will even speak out on this issue, nuch |ess
do anything to stop it. And sadly, the FCC s record
on the decency issue is lacking. After all, indecency
on broadcast TV between the hours of 6 and 10 p.m,
when children are likely to be watching is against the
I aw. And the FCC is charged by Congress wth
enforcing the | aw

How many stations in the continental U S.
has it fined over the years since its Enforcenent
Division was formed for broadcasting indecent
mat eri al ? According to our research of the FCC s
website, the answer is none.

So | would ask the Conm ssion to consider
this. If the public good is what is driving this
debate, then the Comm ssion ought to consider what it
is the public wants, not what the network elite wants.
The public is denmanding that television shape up and
stop poi soning the culture.

Qur hope is that as the Conmm ssion debates
the diversity and nedia consolidation issue, it keeps
at the forefront the one question that really matters.
Wiat is the fornula that will safeguard the rights of
famlies?

Thank you, M. Chairman.

MR KRATTENVAKER  Thank you. M.
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Cor n- Rever e?

MR CORN- REVERE: Thank you, and thank you
M. Chairman and GCommi ssioners for inviting ne to
address this very inportant issue.

| am a partner of the Washington law firm
of Hogan and Hartson, although | should add as sort of
a footnote to ny affiliation that that's going to |ast
for exactly one nore day. On Monday, | becone a
partner in the Washington, D.C. Ofice of Davis Wight
Tremaine. | am not speaking on behalf of any clients
today. |'mpresenting solely ny own views.

It's interesting this proceeding is about
t he broadcast ownership rules, but it's remarkable the
extent to which it is becomng a discussion of
broadcast content nore than anything else, as M.
Bozell's coments just i ndi cat ed. The common
denom nator is a purported link to concentration which
appears to create a multitude of sins beyond just a
general i zed concern about diversity.

Sone participants in this proceedi ng argue
that the nedia concentration has nmade television
bland. Qhers claimthat it |eads to nore progranm ng
that is decent or violent. Raw sewage, | guess, is
the expression that M. Bozell wused, indicating he's

clearly been able to overcone his libertarian
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sensibilities.

Still ot hers suggest t hat nedi a
concentration affects program quality, including the
quality of news reports. The latest claim was nade
this week by Senator Zell MIller of GCeorgia. In an
i npassi oned speech on the Senate Floor, he sharply
criticized CBS for its planned reality show, "The Real
Beverly HIllbillies." Senator MIler seened to blane
the advent of the show on nedia concentration,
contrasting the current CBS Viacom Corporation wth
the CBS network of 1960s when, as he put it,
"courageous CBS reporters risked their lives to cover
the civil rights struggles in the South." Qddl y
enough, in 1963, CBS was criticized in Senate hearings
for follow ng the NAACP |i ne.

Now t his exanple struck ne as particularly
strange because as a kid growing up in rural Illinois,
sone of ny favorite shows were on CBS and they
i ncl uded "The Beverly Hillbillies," "Petti coat
Junction,” and "G een Acres." | still one day aspire
to having a cenent pond.

(Laughter.)

O course, there weren't many alternatives
at the time. W received three over-the-air stations

and cable was a long way off. Satellite TV, VCRs and
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DVDs and personal digital video recorders weren't even
a gleamin the eye.

By conpari son, it's difficult to
understand sone of the current clains about reduced
diversity. It's sobering, for exanple, to realize
that when Chairman Newton Mnnow called television a
vast wasteland in May 1961, fewer prograns were aired
in New York, the largest nedium market in the world
on all of its television stations each week than there
are channel s t oday.

It seens to ne that blam ng concentration

in the nedia for the prograns we don't Ilike is
somewhat |like the drunk who searches for his keys
under the street light, not because that's where he

| ost them but because the lighting is so nmuch better
t here.

(Laughter.)

After all, it's clear that the Conm ssion
would bunp up against the first anendnent pretty
quickly if it tried to force programm ng that was | ess
bland or if it tried to, God help us, ban those stupid
reality TV shows.

There appears to be a belief by sone that
the governnent can achieve its goal of content

regulation if only it frames its rules as economc
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regul ati ons. The thought is that programm ng can be
achieved by indirection, rather than by direct
regul ati on.

O course, it's also true that threats of
new structural regulations or prom ses of relaxation
of existing rules can becone powerful inducenents in
getting broadcasters to reform their editorial
pol i ci es.

The Comm ssion should bear in mnd that

such economc regulations are not immune from first
anmendnment scrutiny where their purpose is to affect
t he programm ng content on broadcast tel evision.
There have been a few exanples that we've seen in the
past, for exanple, the US. Court of Appeals for the
District of Colunbia Crcuit struck down a provision
that prohibited extending any existing newspaper
br oadcast cross ownership waiver where it was
notivated by hostility to the editorial policies of
Rupert Murdoch.

Simlarly, the D.C. Grcuit has struck
down EEO rules designed indirectly to pronote mnority
viewpoints. The court said that it was too anorphous
to sinply pronote diversity in the abstract, but on
the other hand opined that if you were to try and

pronote specific viewpoints, then you would encounter
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significant first amendnent problens.

More recently, the court held that the
FCC s general power nust be interpreted narrowy when
it comes to programmng issues, since such matters
inevitably raise first amendnent questions.

Trying to devise regulations wth the
purpose to inprove the quality of broadcast prograns
is entirely too nebulous a goal and too difficult to
attain. The FCC adopted the prine tinme access rule in
the 1970s to pronote news events and public affairs
and i nstead brought us "The Gong Show. "

The current demands to bring back the
financial interest in syndication rules face the sane
pr obl em W are told that prograns will be nore
creative and less bland if FCC limts the amount of
networ k programm ng that the networks can own in prine
time. But this argunent was made to the Comm ssion
before in 1991 when the Conmm ssion was considering
Fin-Syn rules at the tine. M/ boss at the tine,
Comm ssi oner Quel | o, addr essed t he i ssue of
progranm ng quality and creativity in his dissent from
the decision in 1991 not to elimnate the rules at the
time.

And if | can beg your indulgence just to read what he

said at the tine --
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MR KRATTENMAKER: The objection wll be

-- cover the quotations from an illustrious
Comm ssi oner .

MR CORN- REVERE: Yes, thank you very
nmuch. At the tinme he wote in his dissent, when
presented with the argunent that the creativity and
guality of network progranms would increase only if you
retain the Fin-Syn rules he said, "I asked one
executive from an independent production conpany who
had been urging me to preserve creativity and quality
in television exactly how network involvenent would
have changed the conpany's nost successful show, 'The
A-Team' He was stuck for an answer. Yet, even if he
had been able to describe the particular ways in which
barring a network’s financial interest would inprove
"The A-Team’ |I'mnot at all certain that | would want
ny public interest calculated in this proceeding to
turn on that answer.”

MR KRATTENMAKER:  Thank you.

MR. CORN- REVERE:  Thank you.

MR KRATTENVAKER. M. Irel and?

MR | RELAND: Yes, good norning, Chairnan,
Conmi ssi oners, distinguished guests. |'m Jay Ireland,
President of the NBC Television Stations and |'m

delighted to speak with you this norning regarding the
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realities of today's nedia narketplace that we conpete
in.

As you've heard from a nunber of people,
today's world is not the world of forty years ago when
markets |ike Washington, D.C. had fewer than 30 |oca
netropolitan media outlets and Richnmond had a nere
handf ul .

Today, Washi ngt on has 65 br oadcast
stations alone and literally hundreds of other nedia
outlets including hundreds of cable or satellite
tel evi sion networks, a hundred or nore satellite radio
channel s, dozens nore daily or weekly newspapers, and
nost inportantly, the internet which enmpowers every
user to be his or her own programmer, editor or
content creator.

According to the FCCs own data, there's
been nearly a 200 percent increase in the nunber of
nmedia outlets and 139 percent increase in the nunber
of owners since 1960.

Let's look at the nedia |andscape today
that we conpete in. There are over 2200 conmerci al
tel evision stations. Ei ghty-five percent of TV hones
receive their signal from either cable or satellite
which we've heard previously. The average nunber of

channel s received is 89 of which roughly 14 are
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over-the-air.

Here's another way to look at it. During
prime time, the NBC and Telenundo stations attract
less than 3 percent of the nation's total television
audi ence. Yet, the FCC rules assune that nearly 35
percent of the nation's television audience is
continual |l y wat chi ng NBC and Tel enundo.

The pr ogr anm ng si de I's equal l'y
conpetitive. NBC used to conpete against two other
networks to acquire first run prime tine programmi ng.
Now it has to conpete against as many as siXx other
gener al ent ert ai nnent, English | anguage broadcast
networks and over 100 targeted cable networks. As a
result, on a typical night only 50 percent of the
television viewers are watching the four rmajor
net wor ks. This unprecedented and ever grow ng |eve
of nedia and programmng diversity is a reality of
t oday' s nmedi a nar ket pl ace.

In this diverse marketplace, it makes no
sense to treat the broadcasting industry wth
ownership rules developed nore than a half century
ago. Those rules were based on a view of the world
where broadcast television was the only source for
video programm ng. That world no |onger exists as we

know. Therefore, the rules nust reflect today's
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mar ket pl ace.

Let ne now turn to the issue of diversity.
Sone advocates for nore governnent intervention argue
that relaxation of the national cap risk a |ocal
viewpoint. The reality is that in |large markets there
is virtually no solely local ownership of television
stati ons. The only thing the cap does is protect
national groups, many of which own 20 or nore
stations, from having to conpete wth network owned
stations and narkets.

Sone who seek conti nued gover nient
protection argue that the national cap protects the
affiliate's ability to pre-enpt progranm ng. That's
not true. On average, a network affiliate pre-enpts
about as often as the average network O & O and an NBC
affiliate uses only half of its annual pre-enption
basket which are the nunmber of hours of network
programm ng an affiliate can pre-enpt for any reason
at all.

| ndeed, t he net wor k- owned stations
broadcast programmng that is nore local than the
programming of the affiliated stations. As an
exanpl e, NBC has owned Tel emundo for less than a year
and we have already added nmany newscasts in several

key Spanish |anguage narkets. Al so, the NBGC owned

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

63

stations, on average, air nore hours of |ocal news per
week than the independently owned stations.

The real neasure of local relevance is the
viewership in the community and on average, NBC s
owned and operated stations perform at |east as well,
if not better, than nost independently owned stations.

There's another way the FCC rules inhibit,
rather than pronote program diversity. NBC is up
agai nst the cap because it wants to nake Tel emundo a
conpetitive Spanish |anguage network. The cap
prohibits NBC from continuing its efforts to acquire
stations that mght inprove Telemundo's ability to
provide real diversity of programm ng. That's the
reality of the cap.

Let ne quickly address ownership, |ocal
ownership rules. Sone argue that |ocal viewoint
diversity would be lost if any party was allowed to
own nore than two television stations regardl ess of
the size of the market or the stations involved. But
the reality is that every market in the country has
plenty of media outlets to ensure viewpoint diversity,
even if the local ownership rule is rel axed.

Moreover, the FCC s existing rules treat
different markets differently. The FCC believes that

| can own two of nine stations wthout risking
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diversity in a smaller nmarket, but in a |arger narket
with many nore stations, | am still limted to two
stations. This result defies |ogic.

Sone assert the common ownership results
in common Vi ewpoi nt. The reality is viewers denand
differentiated content. It would not be in our
economc interest to sinply offer simlar viewoints
on nultiple stations. As an exanple, the NBC and
Tel emundo stations in the sanme market, | can tell vyou,

clearly do not offer simlar programm ng.

In concl usi on, rel axation of t he
Comm ssion's ownership rules wll not di m ni sh
diversity. What will dimnish diversity is the |oss

of nedia outlets because they can no | onger conpete in

today's fragnmented marketpl ace. If those who want
nore government intervention win, the reality wll be
that viewers will lose. This is because the broadcast
networks will no longer be able to afford to obtain

the top quality progranmng that viewers have grown
accustonmed to and on the local |evel, groups wll not
be able to gain efficiencies needed to conpete.

The best protection against television
becoming an increasingly nmarginalized source of
information and entertainment in today's nmarketplace

is not nore regul ation, but nore conpetition,
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nationally, locally and in programm ng.

Thank you.

MR KRATTENVAKER ~ M. Liggins?

MR LI G3E NS: Good norning, M. Chairman,
and to the other Comm ssioners as well. | am Al fred
Liggins, Chief Executive Oficer and President of
Radi o One, Incorporated. Thank you for inviting nme to
speak before you today on this inportant issue of the
benefit of diversity in nmedia ownership.

I'm here today to share wth you ny
experience and views on how diversity and nedia
ownership have positively affected the broadcast
industry and the American public. | trust that at the
conclusion of this hearing, | wll have provided somne
additional insight as to the difference such diversity
can make to the public debate and dissem nation of
i nformation.

This is the twenty-fifth anniversary of
the 1978 mnority ownership policy statenent whose
history stands as an exanple of what creative
rul emaki ng can acconpli sh. In 1978, there was only
one mnority owned television station and 59 mnority
owed radio stations. By 1995, when the tax
certificate policy was repealed in conparative

hearings basically cane to an end, there were 35
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mnority owned television stations and about 320
mnority owned radio stations.

Today, in Richnond, Virginia, Radio One is
the only mnority owned broadcaster. Prior to
deregulation there were nunmerous other mnority
owner s. The significant decrease in the nunber of
mnority owned television and radio stations is an
illustration of how federal rules and policy making
can dramatically change the |andscape of equa
opportunity and diversity.

| would like to devote a mnute or so to
providing sone background information on Radio One.
As Radio One is the [largest Af ri can- Ameri can
controlled radio broadcasting conmpany in the United
States, this background information wll be relevant
to our discussion today.

M/ nother, Katherine L. Hughes, founded
Radio One in 1980. Owming a radio station was the
fulfillment of her goal of increasing the nunber of
Afri can- Aneri can VOi ces heard on radi o.
Interestingly, she was able to realize this goal by
taking advantage of the FCC s distress sell policy.
Radio One's entre into broadcasting commenced with the
acqui sition of station WOL-AM in Washington, D.C.  For

seven years, this was the conpany's sole station and
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yet operating at a nere thousand watts it established
the cornerstone of the conpany's core mssion,
presenting news, entertainnment and information from
the African-Anerican perspective. It was on WOL-AM
that ny nother pioneered a new and innovative format,
24 hour talk from a black perspective and adopted the
sl ogan, "information is power."

The neaning of that slogan was as rel evant
and inportant to her generation as it is to mne. The
ability to control the airways through ownership gives
one the power to proactively inform educate and
inspire one's community. | am certain that if ny
not her had not been the owner of WL, she would not
have had the opportunity acconplish this inportant
goal .

Over the past two decades, Radio One has
grown fromthat single AMstation to 65 stations in 22
mar kets and al so provides programmng to 5 channels on
FM satellite radio, one of which is a simulcast of
WOL. Radi o One's expansion to a conpany of national
scope is attributable in part to the decision to go
public in 1999 which rmade capital nore accessible and
| ess expensive and Cdear Channel's commtnment to
divest a nunber of stations being acquired from its

AMFM acquisition to mnority-owed conpanies, an
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exanple of deregulation actually ~creating nore
di versity.

Through that di vestiture, Radio One
acquired stations in such major markets as Los
Angel es, Dallas and Houston. Although we are a public
conpany, ny nother and | continue to retain a najority
of the voting control of Radio One. In spite of our
significant growth, we have continued to maintain our
core focus, providing entertaining and informative
content that serves the needs of the African-Anerican
conmuni ty.

O our 65 stations, 60 have formats that
are targeted toward the African-Anerican |istener
Qur diverse progranmng formats include black talk,
hip hop, R & B, jazz and gospel. | believe that
unlike many of our majority owned counterparts, we
offer to our listeners a viewoint that is nore
specifically focused on their comunity's interests
and needs.

Studies have shown that there are
significant disparities in the treatnent of
African-Anericans in local and national news. In
addition, African-Arericans still face a lack of
quality programmng in the nedia focused on their

needs, interests and perspectives.
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| strongly believe that mnority owned
radio stations provide nore mnority focused content
and a greater focus on the concerns of the mnority
comunity. Likewi se, our listeners take great confort
in knowi ng that the informati on and opini ons presented
are derived from a shared perspective that there is a
collective stake in the issues being discussed.

Perhaps the best way to illustrate this is
to point out a few exanples of how Radi o One uni quely
serves the needs of its listeners. Qur stations
regularly provide inportant health care information
that is relevant to African-Anmericans, including
information concerning the disparity and the quality
of health care, the significantly higher nortality
rate and the increased risk of heart disease. W also
provide information on college adm ssions, sponsor
col | ege schol arship opportunities and help raise funds
in support for  historically black colleges and
uni versities. W've raised cash and other donations
for Princeville, North Carolina, the oldest town in
Anerica incorporated by freed slaves which was
devast at ed by fl ood.

On a regular basis, we sponsor job fairs
and other events in the African-Anmerican comunity and

pronote voting and other civic participation. These
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the ways in which we attenpt to
l'i steners.
| cannot state with certainty

i mportant concern to our

however, | can assure you

that as an African-American owner, | am commtted to
ensuring that Radio One continues to focus on the
African-American community and to present t hat

vi ewpoint to the Anerican public.

W've al so
venture with
Cor poration, now the
country,
of the need for nore
result has committed t
resources in
reality. Yet
i ncreasing diversity.

Thank you.

MR KRATTENVAKER

Ms. Ri skin?
M5. RISKIN
R skin, President of

West, which represents

and producers

NE

Contast

this channel

anot her

the Witers @iild of

who create

just announced a new cable

Cor por at i on. Contast

| argest cable operator in the

shares Radio One's view of the inportance and

diverse programmng and as a

o0 a significant investnent and

in order to make this a

exanple of deregulation

Thank you very nuch.
Thank you. I am Victoria
Aneri ca,
t he great

majority of witers

prime time entertainnment
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prograns and | would like to add the good prograns.

Thank you for inviting ne to speak about
the inportance to the nation of diversity in nedia
The nedia are the nodern day Anerican town square, the
pl ace where people from different backgrounds and
points of view share their stories and the public
| earns about the world. Here is where Anerican
denocracy cones alive and the Anmerican identity is
forged. But today, barriers have been erected to keep
all but a handful of voices from being heard in our
t own square

The Comm ssion and the courts have asked
for data about diversity in entertai nment progranm ng.
As President of the Witers Quild, | can tell you that
over the past decade, diversity of production sources
in the marketplace has been eroded to the point of
near extinction.

In 1992, only 15 percent of new series
were produced for a network by a conmpany it
control | ed. Last year, the percentage of shows
produced by controlled conpanies nore than quintupled
to 77 percent.

In 1992, 16 new series were produced
i ndependently of conglonerate control. Last vyear,

t here was one.
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The opportunity for access for a broad
range of voices has been cut dramatically. The claim
has been nade that because we now have hundreds of
channel s on cable, choices abound. But nore channels
does not really nmean nore choices. In the past, the
FCC has defined a major network as one that reaches 16
mllion or nore homes. By that definition, there are
91 maj or networKks. But of these 91, 73 or fully 80
percent are owned or co-owned by six corporate
entities. Five of these six are the sane corporations
that run the broadcast networks; Viacom D sney, News
Corporation, General Electric and ACL-Ti me Warner.

Any doubt about the control exercised by
these five conpanies was dispelled in a recent report
by respected Wall Street nedia analyst Tom Wl zi en
which I've attached to ny conments. Wl zi en points
out that a strong programmng oligopoly is beginning
to re-energe. For Decenber 2002, he found that the
five conglonerates controlled about a 75 percent share
of prine tine view ng. Wl zi en concl udes that over
the next few years with the further consolidations he
expects to occur, these five conpanies wll control
roughly the sane percentage of TV households in prine
time as the three networks did 40 years ago. |In other

words, the control by a few conglonerates will be as
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absol ute as ever in history.

The data we submitted to the Conm ssion
docunenting the dom nance of content by a handful of
vertically i nt egrated congl orer at es has been
corroborated by an independent analyst. No |onger can
anyone argue that the facts of such control or their
potential inpact are in doubt. The old programm ng
ol i gopoly of media content is being rebuilt.

The creative conmmunity has seen in recent
years how increasingly difficult it is to bring
i nnovative shows to the air. Al too often, indeed
virtually invariably, to get their work on tel evision
witers and producers nust cede ownership and creative
control to the network or cable conpanies. Mst have
no choice, none at all. They nust accept the network
or cable conpany as a partner and surrender their
i ndependence with the result that if their show does
not make the schedule, they are now prohibited from
taking it el sewhere.

Near |y 100  small and medi um  si ze
busi nesses, each with its unique point of view have
di sappeared in the last 10 vyears. Wiy is the
di sappearance of a snmall independent producer and
witer an issue for public concern? Because with them

have gone stories from hundreds of witers and

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

74

producers who care deeply about original drana,
conedy, history, culture and not just, for exanple,
just ratings, ratings, all the tinme, ratings.

W ask you to consider the rul es governing
media ownership, as you do that you look to expand
di versity, not [imt it to t hese gigantic
corporations. W ask you to take constructive action
to renedy the serious inbalance that has taken root in
t he programm ng mar ket pl ace.

W are asking you to ensure that a few
conpanies do not continue to have a strangle hold on
free expression and open debate.

MR, KRATTENVAKER Ms. Riskin, your tine
is up.

M5. RISKIN. Thank you.

MR KRATTENVAKER: Dd you wsh to
concl ude? kay, thank you.

| just wanted to remnd nenbers of the
audi ence that if you wish to -- there are cards in the
back you can fill out if you' ve got questions you want
to ask of the panelists. |[If we have tine, | wll try
to ask sone of these questions. |If not, we'll get to
them at some other point. So we wel conme receiving the
cards.

That did not come out of your tinme, M
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Schwar t zman.

MR SCHWARTZNVAN: Thank you, M.
Kr at t enmaker . Thank you. I believe the Comm ssion
and should retain its existing ownership rules, except
that it should elimnate the so-called UHF discount.
Five mnute, five points and a sixth about Tel emundo,
if there's tine.

First, while I feel genuinely honored to
have been asked to speak today, at the risk of seem ng
di scourteous, | nmnust observe that today's hearing is
not likely to be very useful. To develop a conplete
record, you need to hold nore hearings under different
conditions and I don't just nean weather. The purpose
of field hearings is to paint viewoints and
perspectives which are unavailable at home. Thi s
principle is especially relevant to a panel on
diversity. But unlike the public forum held at
Col unbi a University last nonth, today's agenda has too
many famliar faces from inside the beltway and too
few addi tional perspective fromlocal residents.

M. Corn-Revere and | have frequently
debated each other in professional neetings in
Washi ngt on where we bot h work.

Ms. Thompson and M. Bozell also work

i nside the bel tway.
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M. Liggins' office is technically outside
the beltway, but it's actually within sight of the
beltway and for all practical purposes is inside the
bel t way.

W didn't need to brave a snowstorm to
present viewpoints available to you back hore.

(Appl ause.)

Not only that, the structure of today's
hearing offers little opportunity for the exchange of
i deas. Seven panelists, five mnutes each, 50 m nutes
total, do the math. This is especially disappointing
inasmuch as the record developed in this docket as
Comm ssi oners Copps and Adelstein have pointed out,
rai sed many questions as to which there is yet not
enough answers. This event does little to fill in the
bl anks and answer those questions.

Second, | want to say what |'ve said to
the Conm ssion on other simlar occasions. W have
the best system of broadcasting in the world because

of, not in spite of, the ownership regulations

utilized since 1934. The Comm ssion is nandated to
ensure that broadcasters serve all nenbers of the
public. The nmarketplace works well in many respects,
but it is not perfect. |In particular, the market does

not recogni ze and serve the needs of those who are too
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old, too young, too poor to be denographically
attractive. Large group owners who increasingly |ack
roots in the comunity they serve are less likely to
neet the needs of everyone.

Over the last 25 years, |'ve testified
before the Conm ssion and Congress on nany occasi ons.
More often than not, | appear as | do today wth
broadcasters who exenplify the best service standards
in the industry. But | urge you to focus on the fact
that the Comm ssion nust regulate on the proclivities
of the worst and nobst rapaci ous anong them  You need
to pay attention to who does not attend these
heari ngs. Rel axati on of national ownership caps and
creation of larger |ocal ownership conbinations has
permtted sonme broadcasters to ignore news progranm ng
and to abandon their communities in favor of voice
tracki ng and central casting.

Third, | think the Comm ssion has set an
artificially high bar for those of us who support the
exi sting ownership rules. W've been told to avoid
enotionalism and confine ourselves to presenting
enpirical data to support the rules. | do not
apol ogi ze for being enotionally attached to |ocalism
diversity and the first anendnent. Moreover, the term

enpirical has been wongly equated with statistical.
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My dictionary defines enpirical as neaning capabl e of
being wverified or disproved by observation or
experi nment ati on. Much enpirical evidence 1is not
statistical and the Conmm ssion should not be ignoring
such observati onal evidence.

Fourth, | believe that at Ieast sone
nmenbers of the Conm ssion and staff have placed an
undue enphasis on searching for elusive formulae. The
Comm ssion has been created as an expert agency

because Congress expects it to nake predictive

judgnments. In calling for you to exercise this broad
and necessarily subjective discretion, ["m not
offering an excuse to justify a result that | seek.

| ndeed, such predictive judgnments can and have been
used over the last 20 years to deregulate nore often
t han they' ve been used to regul ate.

Fifth, and not w thstanding what |'ve just
said, the civic, consunmer, labor and civil rights
groups that have filed in this docket have submtted
powerful and detailed statistical evidence which
strongly supports retaining existing rules. They' ve
also pointed to shortcomings in the study the
Conm ssion has generated and unlike the broadcasting
i ndustry, they have al so responded to the Conm ssion's

request for netrics which can be enployed to neasure
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concentration. Wil e such fornmul ae should be one of
many factors the Conm ssion should consider, ny
col | eagues have presented a schene based on devel opi ng
a weighted HH index which would be a significant
i nprovenent over the traditional HH enployed in other
econom c sectors and | urge you to consider it.
Finally, with respect to what's been said

about Tel emundo and NBC s concern that the ownership

cap is holding it dow, | think the answer here is
wai vers and |I'll be happy to sit down with M. Ireland
and Ms. Thonpson. If they want to have a waiver of

the national ownership cap for second |anguage
programmng, that's a perfectly legitimate public
interest justification to present as a waiver, but

it's not a reason to throw the baby out wth the

bat hwat er .

Thank you.

(Appl ause.)

MR KRATTENVAKER: Thank you. MVs.
Thonpson?

M5. THOWSON:  Buenos dias. It's a great
honor for ne to have the opportunity to address such a
di stingui shed Comm ssion and audience. I am here
representing ZGS Broadcast Holdings which is a

m nority-owned broadcasting conpany.
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E pluribus unum The strength of this
great nation is founded upon the principle of e
pl uribus unum out of many, one. The intrinsic val ue
of this coin reflects the progress of this nation
t hroughout history, a prosperity that is clearly
rooted in the diversity of its people and consequently
of its business commnity.

The H spanic conmunity has grown to becone
the largest mnority group in this country. However
H spanic participation and representation in the
broadcasting industry continues to decline, which is
both a concern for our community and a concern from a
public policy perspective.

| am here today to express unequivocally
the inportance of protecting and pronoting mnority
representation in the broadcasting industry. As the
Federal Comuni cations Comm ssion considers changes in
the current ownership rules, it is ny sincere hope
that it wll not allow conciliation and survival of
the biggest to do away with the small and community
rooted broadcasters that offer a unique service to the
public. On the contrary, it will be ny hope that the
Conm ssion |looks to create and ensure opportunities
for small and mnority broadcasters to thrive and

prosper into the future.
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Fifteen years ago, Ronal d Cor don,
Presi dent and owner of our conpany, ZGS Broadcasting
Hol di ngs, had the vision and commtnent to see that
the H spanic market wll soneday beconme a strong and
pr osperous business opportunity. Born and raised in
Peru, M. Gordon enbraced his H spanic roots and the
potential in serving a conmunity that very few people
knew, valued or cared to serve. Hs pursuit of the
American dream -- in Spanish broadcasting -- was an
incredible, difficult and challenging task. The only
viabl e financial option was |ow power television and
given the Iimtations and secondary nature of the LPTV
service, no financial institution was wlling to back
hi m Utimately, not surprising, it was a H spanic
run bank that provided him the funds to acquire ZGS
first station. He risked and personally guaranteed
his assets in order to offer our growing comunity a
television station it could call its owm. Since then,
ZGS commtnent to higher standards and service to the
H spanic comunity have allowed the conpany to grow
into the largest affiliate of the Tel enundo network
with LPTV dass A stations in Boston, Hartford,
Springfiel d, Provi dence, O | ando, Tanmpa and
Washington, D.C., along wth radio properties in

Washi ngton, D.C. and Tanpa.
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Today, ZGS Broadcast Hol di ngs has over 160

enpl oyees of which 90 percent are of Hi spanic descent.
My station, WDC, has over 25 enployees and each one
of us has an unwavering conmtnment to serve our
audi ence. Through our local news and Washington's
only Spanish-language public affairs program Linea
Directa, the Hspanic comunity in this area is kept
informed of core issues. W are the comunity's only
vehicle to learn about the services and opportunities
avai lable in our region. That is why we devote so
much effort to our educational projects such as our
Read to Succeed literacy canpaign, the focus is on the
i nportance of literacy and schol astic achi evenent for
t he success of our comunity.

W are very proud to be a Hi spanic-owned
broadcaster and prouder still of the difference we
make in our comunities. Qur nmotto says it all, La
Voz de | a Conuni dad, the Voice of the Comunity.

There are several initiatives that the
Conm ssion can consider to encourage and pronote
diversity in broadcasting. As comunity broadcasters,
we can appreciate the opportunity that an enhanced
LPTV service can offer smaller broadcasters and |
woul d encourage the Commssion to review how the

coverage and the status of this television service can
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be i nmproved and solidified.

Cass A was a critical addition for
conmunity broadcasters which allow many snmall and
mnority players to stay in the gane. ZCS' stations

are all dass A and as you have just heard, we do nore

in our comunities than many full power stations
across the country. Qur business is not just about
dollars and cents. VW would like to think that it

represents nore public value and better use of the
public airways than home shoppi ng.

But Cdass A is sinply not enough. Li ke
all broadcasters, small community broadcasters need
access to distribution, cable distribution. As ( ass
A stations, we have to conply not only with all the
regulatory requirenents of full power stations that
provide l|ocal progranm ng, which full power stations
do not need to do. Bigger is not necessarily better
and ny hope is that the Commission wll consider
providing Oass A comunity stations which provide
local content and local service wth the same
privileges accorded to full power stations, especially
[in Spanish.]

MR KRATTENMAKER:  Thank you.

(Appl ause.)

MR KRATTENMVAKER: That concludes the
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panel 's remarks. Technically, we have run out of
time, but people have done an excellent job of staying
within this tinmeframe, but it's obvious that |I'm sure
the Conmm ssioners have many questions they want to
ask, so why don't we begin with the Comm ssioners.

Commi ssi oner Adel stein?

COWM SSI ONER  ADELSTEI N: Thank you, M.
Kr at t ennmaker .

M. Ireland from NBC, | have a question
for you, and M. Schwartzman, mybe iif you could
respond as wel | .

You raised a very interesting point. You
said the internet can serve, allow people to becone
their own progranmer or editor. You' |l be happy to
know that ny staff person gets her weather from NBC4
in Wshington, D.C Wien she doesn't have the
opportunity to get it on television though, guess
where she goes? She goes to your NBC4 website. So
you win in both cases.

The question is she doesn't go to the
National Wather Service and do her own forecast.
Simlarly, today's hearing for exanple, | doubt many
people are going to go to the web and |look at all the
testinony, read all the testinony. The vast bul k of

peopl e that hear the story at all, are going to get it
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on the Washi ngton Post website or on the website of

their local newspaper or in their newspaper itself.
They're not going to want to process and be their own
programer or editor, as nuch as they mght |ike to.

So ny question is for you, first of all,
isn"t a lot of what people get over the internet on
maj or sources that are already owned by the ngjor
corporations in Anerica and do people really want to
be their own editor or progranmer? Does the internet
really function as a substitute for programm ng that
they get on their news sources?

MR | RELAND: Vell, | believe that the
internet does provide a varied anount of access to
people to a lot of information. Yes, we do have a
website that ties into our television station, but it
pales in conparison from the standpoint of what The

Washington Post gets and what the Wather Channel

m ght get for someone to check weat her.

There's also many national news services
avai l able, as well as information from just know edge
or whatever people may want to | ook at.

There's no way that we can direct the
users of the internet to our sites. They have the
conplete flexibility to cruise. They can google, they

can do whatever they want to try to figure out how to
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get to a site. W hope that they cone to our sites
because we have conpelling content. W address their
| ocal issues. W address what their concerns m ght be
around sone areas that we deal in.

W obviously cannot be everything to
everybody, but at least in that specific exanple,
agai n, the people have the power of choice and we just
hope that as they go through that we're able to
provide theman alternative for themto choose from

MR SCHWARTZMAN:. The short answer is that
the internet has yet to becone and may never becone a
significant source of original, |ocal content about
news and information. Virtually all of the locally
generated information available on the internet is
recycled from | ocal newspaper and broadcast properties
who have |everaged their incunbent status. In fact,

the three sites just nentioned, Wshington Post, NBC4

and Weat her Channel which is Di scovery Conmuni cati ons,
excuse ne, Landmark Conmmunications, are all nmgjor
medi a operators.

The Comm ssion's own data about --

[END TAPE 1, SIDE B, BEG N TAPE 2, SIDE
Al

-- reached the conclusion that internet

and other sources are not effective substitutes.
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Prof essor Oaens' study is particularly egregious in

failing to take that into account. Even using a .1
| evel of statistical significant, the \Wal df ogel
(Phonetic) study shows alnost no substitution. The
short way to view it is as follows: when sonebody

wants to get elected to public office, do they buy

i nternet banner ads or television ads? Thank you.

CHAI RVAN POWELL.: I'd like to ask a nore
general question that | think underlies all of that
and by the way | would note that a nmjor Denobcratic
Presi denti al candidate has announced that hi s
Presidential Ofice is on the internet. It suggests

that the internet may not be there vyet, but is
certainly maturing as a source of political discourse
or you wouldn't have a Presidential candidate using it
so extensively.

| also would note that where nost people
go to get their weather is the Wather Channel which
isn"t one of the domnant ones being alluded to so
frequently.

| think one of the things that is
difficult for us and | think difficult for all of you
is when is popularity dom nant and not just
popul arity? W talk a great deal about paying

attention to what consuners want, but half the tine
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what we're railing against is what consuners chose.

M. Bozell, | have two young children and
| care a |ot about what they watch on TV. | don't
think | stand there with a baseball bat, but |

certainly pay attention to what they see. But | don't
know how to dismss as a governnent official the fact
that there may be a class of programmng to which a
vast mmjority of individual American citizens prefer
to watch and it may not be the programmng that |
woul d choose for ny child to see or may not be the
programm ng that certain groups would prefer to see,
but there is an elenent of the public interest that is
what interests the public. And |I've often heard and |
respect the argunment there should be sone concern
about our culture and our society, but it's very
difficult to quantify as a matter of governnental
action when you're going to take steps to go beyond
what it is the public itself responds to.

So we can be disparaging of that. W can
call it sludge, but it's the sludge people are
wat chi ng. W could call it domnance, but it's the
quality choices that people are naking. And where
|'ve always struggled with this is how does gover nnent
di stingui sh between what ought to be the rights of

individual citizens to watch what they choose, not
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what the governnment would prefer that they see.

And so help us with that basic underlying
tenet. Wien is it not what interests the public, but
it's sonething that either your group or soneone el se
t hi nks they would be better served to see?

MR BQZELL: That's a good question, M.
Chairman, and |I'm not sure that there is an easy
answer to that question. However, |1 would submt to
you that when you' ve got a handful of corporations
controlling two thirds of the access of the prograns
of the networks that are out there, then what they
determne is going to go on television is what can by
itself determne what the market wants. If the
market, as this lady, | don't recall her nane, she
makes the point dramatically, when the public is
getting a certain nmessage, a certain kind of program
a certain value system and is being hammered with it
and hammered with it and hammered with it and all the
other voices are never presented to it, well
ultimately, there is going to be a significant part of
that market that is going to accept that nessage and
want nore of it but has no idea that there are other
nessages.

| talk to people who are in the industry

who are producers, witers, primarily who are
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attenpting to conme out with product and they feel Ilike
they' re bashing their head against the wall because
there's nowhere to go because the corporate nentality
of these mmjor corporations is just sinply not
interested in that voice in that kind of progranmm ng.

And so it never gets out to the public. So in the
final analysis, how do we know what the narket wants?

MR, KRATTENVAKER: | don't know which is
the best way to go, but maybe we'll just work down and
we'll talk to M. Copps.

COW SSI ONER COPPS: M. Bozell, you just
testified that we're in the mdst of a trenmendous
consolidation in the nedia and you alnost never
advocate governnent intervention on sonething Ilike
ownership. You see a problem here. And you said that
your 750,000 nenbers believe that television and radio
and other nedia have taken a sharp turn for the worse
in recent years as extrene violence and trashy
progranmm ng has becone nore and nore endem c, creating
risks for our children.

Do you believe that it's inportant that
the FCC take the issue of the declining quality of
media programmng into account in this proceeding on
nmedi a owner shi p?

MR BQZELL: Perhaps | would tell you that
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of the many different things |'ve observed in ny
lifetime professionally, | have never in ny life seen
a nore passionate outpouring of concern from the
public than over this one issue.

COW SSI ONER  COPPS: And do you believe
that the FCC has taken this subject seriously?

MR BQZELL: | do not. Wien no one has
been fined on television for indecent progranm ng,
|'ve got to conclude that the FCC doesn't believe
there's anything indecent on television. But | don't
think you would ever allow ne to say right here in
this hearing sone of the |anguage that was used | ast
ni ght on television to your children.

COW SSI ONER COPPS:  Is there in your mnd
a correlation between the rising tide of consolidation

and the rising tide of indecent programmng even if we

don't know for sure yet if there's a causal |ink?
MR BQZELL: | have to be very careful
W have to be very careful. | think we do not want to

ascribe a blanme where blane ought not to be going. |
do not believe there's a conspiracy going on here. |
do not believe there are bad people in these
cor porations. However, the reality is that in the
| ast several years and every study we've done and it's

never been questioned shows that it is getting worse
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and worse and worse when it cones to progranm ng and
you' re seeing nore and nore and nore consolidation.

COW SSI ONER COPPS: Do you think it would
be irresponsible for the FCC to decide to scrap or
significantly nodify our concentration rules that
mght lead to even nore indecency wthout adequately
exploring this possible correlation?

MR BQZELL: For the reasons |'ve given,
yes.

COW SSI ONER  COPPS: You nmentioned you
have 750,000 nmenbers who are extrenely concerned with
violence and other forns of indecency in the nedia
but that they do not even know that the FCC is naking
this decision, correct?

MR BQZELL: Absol utely.

COW SSI ONER  COPPS: So it sounds |ike
this issue is not an inside the beltway issue, but
probably mllions and mllions of Americans are
concerned, but don't even know that they should nmake
their voice heard, right?

MR BQZELL: Absol utely.

COW SSI ONER  COPPS: So | guess before
we're through, we're going to have to add a few to our
18,000 coments if Americans really find out what's

going on here. Don't you agree?
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MR BQZELL: | hope you will. | hope that

i ndecency and the Conmssion's role in that wll
become nore inportant than | believe it has been to
dat e.

COW SSI ONER COPPS: Thank you very much.

MR KRATTENVAKER: M. Chairman, could I
just ask before we |eave, because | think all of us
have so many questions. Is there a possibility that
we could submt sone witten questions. W don't want
to inundate our panelists, but just to flesh out the
record and then to ensure that these are part of the
record in the proceedings.

CHAl RVAN POWNELL: Sure. In fact, |'ve got
a whole stack of questions from the audience too so
we'll figure out how to do that.

If you don't mind, I'd like to follow up a
little on Commssioner Copps and ask M. R skin
whet her she agrees with the responses to his questions
that M. Bozell provided?

M5. RI SKI N I'"d like you to know that I
have black and blue marks on ny head from poundi ng on
t he network doors. | think many of our nenbers feel
frustrated. They would Ilike to do quality
programm ng, but find thenselves in a situation where

in order to do work wth the networks they have to
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cede conplete control which neans that if they want to
do a story about a mddle-aged person, take for
exanple, a show called "The Comsh." | don't know if
you renenber, it wasn't about FCC Conmm ssioners, it
was anot her ki nd of Comm ssi oner.

CHAI RVAN POWELL.: That's probably why it
didn't work.

M5. RISKIN. Actually, it was quite a good
show and the nman who created the show insisted on a
m ddl e-aged sort of pork bellied |ead character. The
network demanded that it be a young, handsone Italian
and in those days when this show was created, the
creator of the show sinply went to another network.
He could shop his story sonewhere el se. That does not
exi st today.

| think that the urgency for ratings and
bottom line has chased away a mmjority of good
audi ence for quality programm ng in the marketpl ace.

W used to have a very rich narketplace
for novies for television. If you renenber "The
Aut obi ography of Mss Jane Pittman" or "Roots."  You
don't see those prograns today on the networks. They
are being done in-house. They are expensive for a
maj or corporation to nake. They are not expensive,

they are not problematic in terns of naking noney for
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a small conmpany that's backed by sonebody with a
passion to tell a story.

So we have chased out of the marketpl ace
people who are inportant story tellers with the kind
of quality progranm ng that Brent Bozell would like to
see returned.

Just as an added note, one of the
executives at ABC was asked why the new series |ast
year, the mmjority of the pilots were devel oped by
their own in-house production. And the answer was
because they wanted all their prograns to have the ABC
brand or stanp which neans that all those shows would
be comng from one point of view This is what's
damagi ng the diversity in the marketplace. Thank you.

CHAI RVAN PONELL: Thank you and we wll
provide an opportunity for M. Ireland to respond, but
|  think we should first see what Conm ssioner

Aber nat hy and Conm ssioner Martin wanted to follow up

on.
Thanks.
COMM SSI ONER  ABERNATHY: Thank you. I
still come back to the dilemma that | think as

governnment regulators we face which is there's been a
ot of concern expressed that the programming is

really rotten, there's not a lot of choice about it.
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Forget if we change the rules at all. It sounds I|ike
this is a general coment about programm ng today as
we see it today.

And yet, you also tell ne that five have
75 percent share of prinme tinme viewwng. So there are
all these alternative channels. There's the Discovery
Channel . There's Children's Channel. There's AMC.
There's Bi ography. There's H story. And peopl e
aren't watching it, apparently. Apparently 75 percent
are watching prinme tinme viewing which then goes back
to do | tell themthey can't watch this? Do | start
trying to force theminto these other outlets? Wich
are there, apparently, but it looks to nme |ike nost
peopl e are choosing to watch the 75 percent prine tine
viewing. So |I'd like anyone to coment on that.

MR KRATTENVAKER. M. Schwartzman?

MR SCHWARTZNAN: Yes, Comm ssioner. Two
points on this. First, this is not just about
majority tastes. The market wll take care of
majority tastes. The Comm ssion's job as Congress has
remnded it in the case of children's television is
that where the market fails, the Conm ssion can and
should and has the power and authority to direct
broadcasters to carry certain kinds of content that's

a viewpoint neutral content --
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COW SSI ONER  ABERNATHY: Do you believe

the market is failing today? That's what | need to
know.

MR SCHWARTZVAN.  Absol ut el y.

COVMM SSI ONER  ABERNATHY: So there's not
enough choices --

MR SCHWARTZMAN.  The market --

COW SSI ONER ABERNATHY:  People can't turn
to history or to American Mwvie dassics or to PBS?

MR SCHWARTZMAN.  You buy circul ation and
you buy viewers and when you have huge congl onerates
whi ch are also the ones progranm ng nost channels, and
they are leveraging their incunbent status to drive
the other content, you don't get the devel opnent of
programm ng which serves these different additional
tastes and you |ose the creative juice. You deplete
the creative gene pool by reducing the nunber of
channels for creative people to introduce their
programm ng. This is what happens with concentration
of control. You get concentration of taste.

COW SSI ONER  ABERNATHY: So are you
di scounting, then you nust be discounting cable. Are
you just tal king about free over-the-air?

MR SCHWARTZNAN: No, no. Wio owns the

cabl e channel s?
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COW SSI ONER ABERNATHY: No, but what's on

the cable channels that people aren't watching.
That's where | keep -- they can turn the channel.

MR SCHWARTZMAN.  Sone peopl e are wat ching
it, but you' ve got the large conpanies using their
powers under the -- retransm ssion consent and so
forth, to drive viewers to their own content which
they're repurposing and the size of these conpanies
and their pronotional capabilities make -- |eave
viewers unaware of what else is there. This is buying
circulation --

COW SSI ONER  ABERNATHY: So that's what
you'd -- okay. Now | get what you're saying. You're
saying it's the pronotional capabilities so people
don't realize they have a choi ce.

MR SCHWARTZNVAN: | ncunbents | everage
their power. That's the nost inportant thing that |
woul d say.

The second point that | would -- well, I'm
taking too nmuch tinme. Let ne leave it at that.

COMM SSI ONER  ABERNATHY: Let ne hear what
Bob' s response woul d be.

MR CORN REVERE: Wl |, as wusual, when |
hear Andy speak | feel we're on different planets.

It's just hard to inmagine that people can talk about
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| ess choice and less diversity today than at any tine
in our history. You can talk about the nunber of
owers all you want, but the fact is the average
viewer has a nyriad of choices that never existed
before. And people don't have a hard tine finding PBS
if they want to find it. And they don't have a hard
time finding D scovery Science or Biography or any of
the other channels, the H story Channel. They can
find them and the question is whether they want to
find them

But | think this whole colloquy that's
been going on underscores the danger of trying to use
structural rules to engage in social engineering.
There's a serious msmatch going on here because when
the Hollywood community talks about creative control
and wanting to put on quality prograns, they're
tal king about wanting to put on the very kinds of
progranms that M. Bozell hates. For exanple, if you
ook at the comments filed in this proceeding, they
tal k about being blocked from being able to put on
shows |ike "Mirphy Brown" and "Roseanne", shows that
M. Bozell in the past has criticized and |'m sure
woul d again if they reappeared.

The other difficulty is when you start

tal king about using official pressure to change the
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ki nds of prograns that appear on television, then it's
hard to predict what's going to happen. If you go
back 10 or 12 years ago when "The Sinpsons” first
appeared on Fox which, by the way, at the tine was a
fledgling network and wasn't forcing anybody to watch
anyt hi ng. "The Sinpsons" appeared and was roundly
criticized as being wvulgar and in poor taste.
President George Bush criticized it by saying that we
needed a nation closer to the Waltons than to the
Si npsons. | guess he didn't have quite the sane
concern with bland TV.

Drug czar WIlIliam Bennett engaged in a
simlar public tirade against "The Sinpsons". And M.
Bozell criticized it in a 1997 colum saying that it
is "a dysfunctional famly" and | believe the sane
concern you had today about the Hollywod elites
forcing their views. You say always the approach is
the sane. Forget the majority sentiment, aim to
capture the avant garde mnority.

wll, | think if you cone back now and
ook at a program like "The Sinpsons" it's clearly
stood the test of tine. It's the |ongest running

sitcomin TV history. National Review recently called

it possibly the  nost intelligent, funny and

politically satisfying TV show ever. Broadcasting and
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Cable has editorialized in favor of giving it an Emy

and not just as an aninmated series. And lately, and
perhaps surprisingly, religious witers have begun
praising "The Sinpsons” for the amount of religious
content in the show including a recent book that's
cone out on the subject. There are even websites
devoted to the religious references in "The Sinpsons.”

So | think once you start having public
officials put their thunb on the scale and try and
create structural rules to affect whether or not shows
like that are going to succeed or to gane the process,
then | think you have a very serious problem

MR KRATTENMAKER:  Conm ssi oner Martin?

COW SSI ONER MARTIN: M. Bozell, you said

that you' d never seen an outpouring like this one on

this issue. Just hel p ne understand. | was just
trying to -- is the issue that you' re seeing the
outpouring on the decency or indecency of the

programmng or is it on the ownership issues?

And I'm trying to understand what you're
actually seeing the outpouring of public coment on
and I'm still a little confused about the connection
between the two. And then | would hope that maybe M.
Corn- Revere coul d respond as well to your conments.

MR BQZELL: I'd be happy to respond.
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First, let nme, in fact, and correct M. Corn-Revere
and I would ask himnot to quote out of context what |
have and haven't said. I"ve also praised "The
Si npsons” up and down for a thousand different reasons
as well. And we're not debating -- we could debate it
sone other time, but please don't take my words out of
cont ext .

On the question of what the public talks
about, | travel all over the country. Ladi es and
gentl enmen, you do the sane thing. You talk to people.
You talk to your friends, you talk to your associ ates.
And on a daily basis, there isn't sonebody who isn't
going to say to you did you see what was on tel evision
last night? Dd you see -- and |I'm not going to nane
any shows because it's unfair to pinpoint a show  But
did you see this show? D d you see that progran? D d
you hear what he said on that awards progran? D d you
hear the F word used last night during the famly
hour ? They're horrified that this is happening.
They're horrified that it's happening with increasing
frequency. And then they say what can | do? Wat can
one do about this?

W are the nmarket. W are the public out
t here. Look at the national surveys. N nety-seven

percent of famlies in this country believe there's
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too nuch sex and violence on prinme tine television
comng into their living roons, being broadcast to
their children. And then they turn and say what can |
do about it?

VWll, they go to the networks. The
networks tell them go pound sand. They don't care
They've got the longevity to withstand any little
conplaint and they keep it up long enough and sooner
or later as M. Corn-Revere just said, people start
accepting it. And they just resign thensel ves that
that's the way it's going to be. And that's another
wall that's just cone down. Another sensibility
that's been taken care of.

There's got to be a politics of shane, |
believe. Not just, by the way on the end stream Not
just on the Conm ssion, on the advertisers and on the
public as well. This is a very conplicated issue, but
there's got to be standards. W've got to say to
ourselves, we can't put certain nessages on |icense
plates. You can't do that. You can't use the N word
on a license plate and go down the road with it. You
will go to prison or sonmething for that. You can't
put certain signs on billboards, but why can you put
it on television in front of ny children and why is it

that it's indecent, uncivilized for nme to use certain
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| anguage in this hearing, but tonight on television it
will go to ny children. And it's okay?

There's a problem

COW SSI ONER  MARTI N: | was wondering if
M. Corn-Revere -- just a coment about -- is the
probl em the connection between, or whether there is a
connection between, i ndecency and the ownership
i ssues, which is really what is before the Conm ssion.

MR,  CORN- REVERE: Vll, | understand the
concerns expressed about indecency, but | just don't
understand the connection you're trying to draw
bet ween that and nedi a concentrati on.

In fact, again, when you start talking
about the different views on this panel, you see very
divergent views. A while ago, Ms. Riskin referred to
the situation that Stephen J. Cannell had in trying to
solve "The GComsh" and in the same article that
Cannell was witing about that situation, he described
anot her producer being turned down when he took "The
Sopranos” to network television and saying that the
networks just didn't get it and none of the networks
bought it and so in the end the producer was forced to
go to HBO and wultimately reform the shape of
t el evi si on.

Now there are two points that | think that
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are inportant from that anecdote that conmes from the

article in last week's Broadcasting and Cable by

Stephen J. Cannell. The first is that it doesn't see
i ke diversity has been harmed when the networks nake
a m stake on whether or not to get a show and it turns
up sonepl ace el se.

And the second is | don't think "the
Sopranos” is what M. Bozell had in mnd what he wants
to limt concentration so that we have nore quality
t el evi si on.

It has been one of those shows, it's been
a breakthrough show It's been praised by many,
reviled by others because it is a hard edged show It
is on cable and it's forcing the networks now to
conpete, but again, | don't see the problem wth
concentration. The problem if there is one, is that
the networks are being forced to conpete.

CHAI RVAN POWELL.: Thank you. One of the
things I find interesting is even if | <credit your
argunent about indecency, and | think there's a fair
amount of it that's fair commentary about aspects of
t el evi si on, I'm finding it a bit strange the
connection to the concentration because | suppose you
will be told that the clean era of the 1950s or 1960s

is when TV was of the quality that we preferred when
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there were three networks. So tying it to
concentration, there was never a time in history where
the media was nore concentrated and the period where
TV was probably its cleanest. So | don't know that |
see the immediate nerits of the suggestions that the
concentration levels of today are sonehow responsible
for indecency.

|'"d only also like to nmake probably just a
personal conmment. | think TV right now produces sone
of the worst ever and | also think it produces sone of
the best ever. | think what's happened is TV has
dramatically increased in abundance. Yes, | do have a
| ot of neighbors say did you see that terrible show
last night? | also have a lot that come in and say
did you see the Theodore Roosevelt special, it was
brilliant. | also had people cone to see ne and say
did you see Ken Burns' CGvil Wr special? It was
brilliant.

Every afternoon after Wdnesday, ny office
cones in and says did you see "West Wng" |ast night?
Wasn't that amazing? O Fox's "24" or | think one of
the challenges we all are going to have with citizens
as the nedia continues to explode you're going to have
a wider range of diversities in the marketplace from

t he nost shaneless to the greatest.
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But this connection to concentration, |
find, to be alnost fabricated.

MR KRATTENVAKER M. Chairman, can |
treat that as a conmment? | think | mght do that
W' ve already cut deeply into the public coment tine
and | would like to get to that. I"'m going to cut
into it alittle bit nore by saying that with all the
cards |'ve gotten, there's a series of questions that
aren't being asked here yet that 1'd at least like to
pose briefly, particularly to Ms. Thonpson and to M.
Liggins. | don't know whether M. Ireland would |ike
to conment on it and it is sunmarizing two or three of
t hese.

So far we' ve been t al ki ng al nost
excl usively about television, what about radio? And
perhaps a little bit nore specifically what is
rem nded of the old joke that there are three kinds of
lies, lies, damm lies and statistics, but are there
certain kinds of ways that the Conm ssion may have of
knowing how it is that increased diversity of
ownership can lead to diversity of public service
activity and diversity of programm ng?

It seened like M. Liggins had, you nay
want to say you' ve already addressed that, but | don't

know whet her you want to follow up with that a little

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

108
bit or Ms. Thonpson?

MR LIGANS: I'd certainly like to
conment . At least from our perspective, we' ve been
the consolidated of African-Amrerican oriented formats
and so as we've gone in and bought nore radio
stations, conpetition is what drives the different
voices of the different options in programmng. One,
you don't want to conpete with yourself, so why would
you |l aunch a conparable product? You |aunch sonething
different. NBC has | aunched Tel ermundo. In Atlanta,
Ceorgia, we have a gospel FM station. That's --
gospel has typically been relegated to the AM band for
the last 50 years and in Atlanta on a very expensive
station that we paid a lot of noney for, we took a
shot and you know what? It was very successful. It's
the third highest rated radio station in that market.

W have a jazz station. W have a hip hop
station. And we also have an R & B oldies station.
So ironically enough, when we first went into the
market, our first station was hip hop oriented and we
got sone barbs for that because hip hop nusic can at
times be seen as aggressive. But the sane conpany,
Radio One, also has a station, a gospel station that
is being praised. So the nature of conpetition, |

think, forces the diversity in format options.
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| also think the range and the spectrum of
sone of the best television progranm ng and sone of
the worst that you ve seen, that's what conpetition
al so does. It forces people to take chances, whether
a television broadcaster or a radio broadcaster,
because you are fighting for the attention and the
ratings and the votes fromthe public. So you have to
take nore shots in order to be successful.

And consol i dati on, I was agai nst
consolidation prior to the 1996 act. | | obbied
against it, but when | saw that it was going to go the
direction that we and NABOB had wanted, we decided
that we needed to get in the ganme and to conpete. And
it cost noney in order to deliver "The Sinpsons"” and
it cost noney in order to even deliver this gospel
radio station that | told you about.

So there is a necessariness to scale in
order to deliver quality programmng that | think
needs to be underscored here.

MR KRATTENVAKER: Thank you. Ms.
Thonpson, did you wi sh to comrent.

M5.  THOMPSON: Wll, you can certainly
sense the kind of pride when M. Liggins talks about
his conpany and the products that he provides to his

community and you can certainly also see that every
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product that he is outlining specifically targets the
segrment of the community that he is serving and that's
exactly ny point. | think mnority-owned broadcasters
know how to serve their communities. And if we don't
provi de support to those mmnority broadcasters, they
woul d not be able to continue in business, especially
with the issues of carriage. Distribution is the key
for us.

MR KRATTENMAKER  Thank you. | think the
Commi ssioners should vote with their feet. W have a

nunber of people lined up to make public coments.

CHAI RVAN  POWELL: VW'[l continue this
until 12:30 and we'll take a 30 mnute lunch break.
W'l|l be back here at 1, but we have at |east 20 sone
odd mnutes left to hear from the public. And al so

sone of the cards that you have, Tom
Wiy don't we start wth that process and
we'll go left and right, and Tom please interject

with the questions that you have on the cards as we go

f orward.

MR KRATTENVAKER: Do we have a tine
limt?

CHAI RVAN PONELL: 12:30 we're w appi ng up.

MR KRATTENVAKER: No, for each
i ndi vi dual .
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CHAl RVAN POWELL.: If we can keep it down

to three mnutes, that would be great. If you can
state your nane and where you cone from and who you
represent.

MR KRATTENVAKER: Wen the red |ight
cones on, please stop sinply because we want to try to
get everybody through. Sorry.

Sir?

UNI DENTI FI ED SPEAKER: Thank you for
taking time for those of the public outside the
beltway that aren't being paid here today because |
think those are the representations that you really
are |looking for because character of community is so
i mport ant. And to have given a few communities the
power of a light bulb in a | ow power FM station to do
truly community progranmng by the community, for the
community, to have gospel prograns that originate in
the community, to have working waternen that are -- ny
waterfront community to have shows is nost, nost
inmportant, to have the storytelling that cones out of
your community. This is conmunity progranmm ng.

|'m of fended by the President of NBC to
say that he can do conmmunity programmng for our
conmuni ty. Shame on the National Public Radio for

trying to keep ny community from having a station, the
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power of a light bulb that is only neant to have the
power to reach half the people half the tinmne.

How about all the people all the tinme?
And let's give other comunities a frequency. How
conme corporations have all the frequencies and there's
no frequencies left for the comunities?

| would say the FCC has abdicated their
job in that respect.

Thank you.

MR KRATTENVAKER: Thank you for your
conmment .

(Appl ause.)

Every once in a while the noderator gets
to step outside and | would say that it is interesting
that, of course, sonetines you can deal with ownership
i ssues by creating nore things for people to own. As
| indicated, so | sort of associate nyself not
necessarily with the conclusion, but the point of view
spectrum managenent may be an issue here as well as
conpetition, localismand diversity. Let nme shut up.

Yes ma' am ?

M5. HALLICK (Phonetic): M nane is DeeDee

Hallick and |I'm a co-author of a book which

recoomend to the panel called Public Broadcasting and

the Public Interest which just cane out. It's ME
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Sharp are the publishers.

I am also a former pr of essor of
conmuni cation at the University of California, San
D ego, where | taught for 17 years and al so the past
president of the Association of I|Independent Video and
Film Mkers which is in New York Cty and has
menbership of over 6,000 independent video and film
makers.

| would just like to right now address the
problem of getting independent docunentaries on any
kind of public or commercial television in the United
States if your nanme isn't Ken Burns. Wth due respect
to his work on the Gvil War series, 17 percent of the
public television prime time is Ken Burns, but where
are the voices for everyone el se?

There are many, nany i ndependent producers
who do work, who want to work in docunentaries and who
cannot -- or are conpletely Ilocked out of the
commercial and the public television system even
people who are as popular as for exanple, M chael
Moore, whose recent docunentary has just broken all
ki nds of box office records. He has struggled to keep
a very tiny toehold occasionally on any kind of
television and right now he is conpletely |ocked out

fromthat.
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| refer to ny colleague Lee Lu Lee who is
also on the Board of Drectors of the AVF the
Associ ation of |Independent Video and Film Makers.
He's half Chinese and half African-Anerican. A nunber
of years ago he did a docunentary on the history of
the Black Panthers in the United States. It was a
work he worked on for seven years, had incredible
archival footage, was a very in-depth |look at the
Panthers and often quite critical of the |eadership.
Hs program was shown on 37 national systens around
the world in Japan, in Holland, in England, in many,
many -- Brazil even. And his program could not get on
one channel in the United States, not one.

Finally, Black Entertainment Network did
put it on two and a half years after he had finished
making it. Wiere was the place for people to put on
t hese kinds of programm ng? If you talk about the
H story Channel, you should ask Gore Vidal about his
history with working with the H story Channel. Her e
is an emnent intellectual, very inportant -- he was
originally hired by them He conpletely was disgusted
with the way they wanted to portray history.

Look at Howard Zen. A nunber of people
had put together a history series with him He cannot

get on anywhere. The Hi story Channel turned it down.
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MR KRATTENVAKER  Thank you. Sir?

(Appl ause.)

MR MOBLEY: Thank you. M nane is Arthur

Mobley and | am a broadcaster and entrepreneur and
have been for a nunber of years. | have been invol ved
also in the advocacy side. | worked for many years

with the National Black Media Coalition and was a
Western Regional Director for a nunber of years.
Years ago, back when people like M Udall were
conplaining that the conbined conmunications and the
Gannett nerger were tantanount to a whale swallow ng a
whal e.

| think -- and we've conme a |ong way since
t hen. W've had a lot of whales and sharks and
pi ranhas and all kinds of things devel oped since then.
But | think that the mssing link in what seens to be
a problem with the Conmm ssion, with all due respect,
is that we're not following the noney. There's a
noney trail, very seriously, and what you' ve done and
what you' ve reregulated over the last 10 years or so
and the change that you' ve nade have not enconpassed
followi ng the noney. You' ve dealt with the regulation
and you've -- how many stations are here and there,
but who benefits and how they benefit, how they nake

money has been left to the FTC and the SEC and ot her
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regul atory agenci es and perhaps they shoul d be here.

Al so, and you shoul d have maybe sone j oi nt
di scussions about this since they all are effective
and have effect on the interest of all of the people
her e. But as a broadcaster, | nean it's a sinple
busi ness situation. You give me an open -- a carte
bl anche to own as nany of any kind of businesses as |
want. Wat I'mgoing to do is I'"'mgoing to buy up as

much as | can and then I am going to start mnim zing

nmy output of cash. I'mgoing to becone |ess effective
at serving local needs. I"'m going to be Iless
effective at getting all of those concerns and

interests and those outlets taken care of and |I'm
going to be making as nuch noney as | can. So I'm
going to put a little sawdust in the hanburgers, you
know? |I'm going to put sone junk out there. That's
the nature of business in this country and
broadcasting is no different.

Peopl e are putting out junk because they
have too nmuch opportunity to own too nuch and you
should not be talking about keeping the standards.
You should be tal king about cutting them back. These
standards need to be rolled back. Sone of these big
corporations need to get off sone of these federal

| i censes because these licenses again are the property
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ultimately of the public. They are the people's
airways and the Conm ssion seens to have forgotten
that or msplaced it somewhere, but please find it and
if you have any doubts about where vyou' re going,
foll ow t he noney.

Study a little bit nore about how people
make noney in these big conpanies and why we have so
many attorneys and no one of any content or substance
to come and talk to you other than sending their
attorneys out.

(Appl ause.)

MR KRATTENVAKER  Thank you. Yes nma'am
The woman at the m crophone.

M5. CRUWMM LLER (Phonetic): M/ nanme is
Jenny Crummiller. I'm a menber of a group from New
Jersey, the Antiwar Video Fund. W produced a
30-second TV ad and raised noney to broadcast it. W
contracted with Contast Corporation to show the ad in
Washi ngton, D.C Contast is the only cable provider
for Washington. Contast put us in the schedule so our
ad would be shown twice during prine tinme hours for
three days in a row beginning the night of the
President's State of the Union Address when he was
expected to nmake his case for invading Irag.

However , at the | ast m nut e, Contast
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pul | ed our ad, supposedl y because it was
unsubst anti at ed. Gbviously, the charge was totally
arbitrary. Qur ad is a nontage of ordinary Americans
maki ng statenments agai nst war.

Regardl ess of whether this was intended to
prevent our powerful mnessage from underm ning the
President's speech, that is what Contast did, since we
had no tine to find other ad tine.

Whet her by governnment or by corporation,
centralized control of the nedia is un-American. Wen
this happened, | felt like I was in Irag. The ease
and nonchal ance with which Contast pulled our ad makes
clear this was not an isolated occurrence. Channel
choice did nothing to give us a choice.

In terms of control over content, in terns
of denocracy, one corporation is one choice.

(Appl ause.)

MR KRATTENMAKER: Thank you. Yes sir,
the gentleman at the m crophone.

MR SPRUI LL: My name is Lonell Spruill.
| live within the 7th D strict of the House of
Del egat es. That's a part of Chesapeake and Suffolk,
Vi rgini a. I'm worried about the change in the FCC
nmedi a ownership rules that would allow the newspaper,

television, radio station to conbine even nore. As an
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elected official I can tell you how inportant this is
to ne.

There's not enough inportant about what's
happening in our state. |If ny constituents don't know
what's going on, they won't communicate their views to
nme. |If the press only reports one side of the story,
how can they reach their own judgnment and make
i mportant decisions?

|"m so concerned, particularly about the
issues pertaining to mnority race. Wen it conmes to

mnority race, the press does a poor job when it cones

to that.

If we allow the nedia to conbine even
nore, we wll have fewer reporters and even fewer
coverage on TV. It's nost inportant that we don't |et
t hi s happen.

As you know, in ny area, hone district in
Chesapeake and Tidewater area, in 1996, we had 21
different owners of radio stations. Now it has

dropped down to 15. That's 20 percent. W have only

three TV stations, local stations. I["m also worried
about t he i mpact of nmedia concentration on
adverti sing. That conpetition neans air prices wll

go up. Also, it neans it would be nore difficult for

groups to get heard through paid adverti sing.
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As the lady spoke earlier, |ast nonth,
Contast refused to air an ad opposed to the war in
Iraqg on a Washington, D.C. cable station after the
State of the Union nessage. Since cable is a nonopoly
now, yet it was not heard. Quess what? | did not get
ai red.

As a former nenber of Bell Atlantic, |
never | obbi ed. I am a lawer nenber of the
Communi cation Wrkers of Anerica and |abor disputes,
| abor often relies heavily on paid advertisenent to
get their message across. So if we allow this thing
to be one sided can you inmagine how it is now so far,
the way thing are happening on unions? It's inportant
that we let this thing stay open. Pl ease, don't
narrow it down any further. Thank you very nuch.

(Appl ause.)

MR KRATTENVAKER: Thank you. The only
way we're going to have an opportunity to try to hear
everybody is we change it to a two-mnute limt. I'm
sorry, but that's what we're going to have to do.

Pl ease.

MR PRESTON. M nane is Dan Preston. |I'm
a co-founder of the Anti-VWar Video Fund and | just
want to give you an update on sone of our experiences

after Contast censored our ad. To reach the D.C
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audi ence, we did have an alternative, not on cable,
but over broadcast. W approached all the network
affiliates with our ad. NBC rejected it on grounds
they would not specify. ABC never responded. W did
get the ad accepted by the CBS affiliate and paid a
ot nore noney to get it broadcast over the air than
it would have cost on cable.

Now the insidious thing about censorship
is this. You and the audience don't know what you're
not seeing. You don't hear the voices that have been
si | enced. If fewer and fewer people own the
m crophones, the diversity of voices in our denocracy
will be strangl ed.

Now our story did get heard because it did
receive substantial national and international press
coverage on PBS, NPR, Canadian, French and Arabic TV,
in print, on alternative and trade press, a few | ocal
newspapers, but for the nost part not on the nedia
properties owned by the major nedi a congl oner at es.

Now in particular, this one story, on the
day of the State of the Union before all this stuff
hit the fan, a local Contast news program prepared a
story on our group, a nice peaceful Princeton group
and it was going to air it on the Channel 8, the | ocal

Contast news program But when they heard that their
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parent conpany had censored our ad down in WVashi ngton

and the controversy then was arising about us, they
canceled the story about us. And as they candidly
admtted, not because they didn't think it was a good
story, they wanted to run the story, but guess what?
They told us they wanted to have jobs the next
norning. So the censorship is here. It's real. It's
not an unsubstantiated claim It's happened to us.
It will happen and it will happen nore and nore as the
nmedi a gets nore and nore concentrated. Thank you.

(Appl ause.)

MR KRATTENMAKER  Thank you. Yes sir.

MR LONG H, ny nane is Nathan Long. |
teach at Virginia Union University, a |ocal
historically black college here in town and |I'm very
happy to cone after the delegate who just spoke
because when we talk about the public airwaves, |
really think we're talking about the public, we're not
just tal king about individuals, but we're specifically
tal king about citizens. And citizens, in order to be
active in a denocratic governnment, really need to have
information and as nmedia critic Robert MChesney says,
the role of our newspapers and of our journalists are
not to entertain us, not to give us what we want, but

what we need.
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And nore and nore as corporations own the
maj or ways of providing news, no matter how many news
stations or how many newscasts there are, there are
fewer and fewer political options and opinions in the
news. If you look at the newspapers a hundred years
ago, they were nostly owned by small |ocal owners and
had very staid positions. Now the majority of news is
consi dered objective which of course neans that it
takes a very mddle of the road politics. I think
this is a real problem

The other issue that | just want to bring
up is if we hear corporations saying they are going to
represent diversity and then you hear citizens saying
no, they're not, | ask you seriously think which one
is the person to listen to?

(Appl ause.)

And what are t he noti vati ons of
cor porations? Newspapers used to be owned because
peopl e wanted to say sonmething. Now they're owned to
make noney. And that's going to effect what gets put
out and what doesn't.

Thank you.

(Appl ause.)

MR KRATTENMAKER:  Thank you

IVB. KEKUS (Phonetic): M/ nane is
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Christina Kekus and |I'm a senior consuner studies
major at Virginia Tech. Today, |'m delivering a
statement to you on behalf of ny advisor, Dr. Irene

Leach who is the president of the Virginia Ctizens
Consuner  Counci |, a Virginia statew de consumner
educat i on advocacy organi zati on.

The Virginia Ctizens Consuner Council is
very concerned about the changes that you have
proposed. W believe that renoval of the restrictions
on nedia ownership will have a very negative effect on
society. Gven the problens that exist even with the
restrictions, consunmers will be badly harned if they
are renoved.

It is already difficult to get the nedia
to address consuner concerns, especially when they are
conpl ex and big conpanies have different perspectives
from consuners.

For exanple, Virginia has been involved in
restructuring its electricity markets for over five
years. During that time there has been very limted
medi a coverage. In one nedia market neither a
concer ned | ocal | egi sl at or, nor nysel f, wer e
successful getting coverage as the critical decisions
were made. They were told that the issue was too

conpl ex for people to understand.
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Recently, in another market, | had an op
ed turned down but was told that a 100 to 200 word
letter to the editor mght be printed. However, it
was not printed, even though it supported the
editorial view of the newspaper. Several weeks |ater
a letter from soneone else was printed on the topic.
In the neantine, ot her issues were rehashed
repeatedly, but electric issues never appeared as a
matter to citizens, only to the editors.

If one entity is allowed to own nultiple
nmedia outlets in the sane market, it will be far too

easy for that entity to totally control the public

di scour se. Gtizens wll hear one perspective
regardl ess of whether they read the paper, listen to
the radio or watch television. Many voices and
perspectives wll be 1lost. Many decisions wll be

made based on inconplete or incorrect information.
Recent consolidation at radio stations has neant a
loss of local news and weather reporting. For
exanple, Cdear Channel station's news all conmes from
Texas and ny experience has been that there is little
news.

This week, as | drove across Virginia in a
snowst or m and wondered - -

MR, KRATTENMAKER: Thank you very nuch,
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ma'am You can submt that for the record.

MR KRATTENVAKER: I'd like to thank
everybody very nmuch. One thing | |earned when | was
dean of a law school is you don't keep the faculty
from eating |unch. I"'m not going to keep the
Conmi ssioners fromeating | unch

Those of you who are standing in line, if
you'll come up to M. Snowden, he'll get your nane and
guarantee you first spot the next open m ke.

|'m sorry, we're just way over the tine
limt.

| would like to thank the panel very much

and the open m ke people very nuch. You went to a | ot

of trouble to come here. | nust say, | rnust apol ogize
to M. lreland, | should have had him on as a
responder. | didn't get to you and |I'm sorry for
t hat .

| apol ogi ze to everybody who hasn't had a
chance to speak yet. Please cone back after lunch. |
expect that you will.

Thank you.

(Whereupon, at 12:30 p.m, the hearing was

recessed, to reconvene at 1:30 p.m)

AFT-EERNOON SESSI-ON
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1:30 P.M

MR KRATTENVAKER: Wl conme back. This is

our panel on conpetition issues. Peopl e have asked
that | begin wth a half hour summary of sone of the
nore interesting aspects of ny life before | got to

hi gh school, but |'ve decided to pass that over.

A remnder that the rules wunder which
we're operating are a five mnute tine limt for each
of the panelists, strictly enforced, not because
you're not inportant but sinply on the grounds that
everybody here is inportant and that we want to hear
from everybody.

And are the Comm ssioners here? W' re
ready, M. Chairnman?

CHAl RVAN PONELL: We're ready.

MR KRATTENMAKER: Ckay, M. Croteau?

MR CROTEAU. CGood afternoon. M/ nanme is
David Croteau. | am a professor in the Departnent of

Soci ol ogy and Anthropology right here in R chnond,

Virginia. | think I"'mthe token |ocal panelist today,
| believe.

CGood afternoon. I appreciate the
invitation to conment at today's hearings. | believe

| ocal hearings such as this serve an inportant role

| certainly hope the FCC wll sponsor nore public
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hearings throughout the country in the comng weeks
that will include nore |ocal voices and nore time for
the public to take part.

The nmedia serve a unique role in
denocracies that value free and creative expression,
i ndependent thought and diverse perspectives. In
recognition of this unique, public interest role, the
free press is the only business explicitly protected
inthe US. Constitution.

We cannot, therefore, treat the nedia |ike

any other industry. It's products are not w dgets or
t oast ers. They are culture, information, ideas and
Vi ewpoi nt s. Consequently, we nust be especially

vigilant in protecting and preserving the public
interest as it relates to this wvitally inportant
i ndustry.

Unfortunately, relaxation or elimnation
of existing ownership regulations would nove us in
exactly the wong direction. Wiile increasing the
profits of major nedia conglonerates such changes
woul d, in al | l'i keli hood, pronot e further
concentration of nedia ownership, thereby underm ning
conpetition, reduce the already limted diversity in
commercial nmedia content, and reduce the quality and

sonetinmes the quantity of locally produced nedia
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content.

None of these are good for our country or
for our denocracy.

W don't need to speculate about the
likely I npact of deregul ati on on owner shi p
concentration. W need only | ook at past experience.

The renoval of the national cap on radio
owner shi p in 1996 resul ted in the dramatic
concentration of ownership in that industry. In six
years, the nunber of radio stations increased over 5
percent, but the nunber of radio owners decreased by
nore than one third. A single corporation, dear
Channel Communi cations, went from owning 40 stations
before the rule changes to owning over 1,200 stations
today, five tines as many as its nearest conpetitor

Here, in R chnond, this translated into
G ear Channel owning six local stations, resulting in
a loss of conpetition and the | oss of l|ocal content in
favor of honobgenized national progranmm ng. For
exanple, WRVA, a Richnond institution, l[ong known for
its enmphasis on local news and talk, was gutted after
the Cear Channel takeover. Nearly every on-air
personality was fired or resigned and public outcry
filled | ocal newspaper col ums.

As one columist put it, "in its enbrace
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of nationally syndicated personalities to the
exclusion of locals, dear Channel has nmade it clear
that it has no use for this community's talents,
vi ewpoi nts and flavor."

In short, the deregulation of radio
ownership has been a disaster for Ri chnond and many
ot her conmunities across the country. This experience
should be a cautionary tale in considering any future
rul e changes.

There is other enpirical evidence which |
will skip in the interest of tinme here today, but
despite such evidence, the call to ease regulations
continues to cone from the corporations who would
profit from such changes. These calls are often
justified on the grounds that technology has changed
our nedia |andscape and therefore has made ownership
regul ati ons obsol ete. This claimis not new. Every
time new nmedi a technol ogy has been introduced, whether
it is radio, television, cable or the internet,
ent husi asts have told us that everything has changed.
But in fact, in each case, the fundanmental questions
about new nedia technol ogi es have renained the sane,
including who will own and control them what purpose
wll they serve, whose views and visions wll be

represented in the new nedi unf
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Technol ogi cal changes in t he medi a
i ndustry have not reduced the inportance of regul ation
and the public interest. Wile the expansion of cable
and the rise of the internet have produced nore
outlets, not much has changed in terns of who owned
and controls these outlets, as we've heard earlier
t oday.

New nedia outlets often do not mean new
nmedi a content either. I nst ead, broadcast TV prograns
are recycled for cable channels. Newspaper and cabl e
news content is repackaged for the internet and so on
Thus, despite changing technologies, what we still
need are multiple, conpeting, diverse and independent
sources of information and entertai nnent.

MR KRATTENMAKER: Sir, your tine is up,
are you sunmari zi ng now?

MR CROTEAU. Yes, yes. Sone of which by
the way need to be nonconmercial, such as in | ow power
r adi o.

MR KRATTENMAKER:  Thank you. Ms. Fol ey?

M5. FCOLEY: Good afternoon, |'m Linda
Fol ey, President of the Newspaper Quild Conmuni cations
Wrkers of America. Thank you for allowing nme to
testify on behalf of the Newspaper @ild, OM, the

union that represents print journalists and their
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par ent uni on, CWA, representing 700,000 workers
including broadcast technicians and other nedia
pr of essi onal s.

Before ny tenure with the Newspaper Quild,

CWA, | was a reporter with the Knight R dder Newspaper

in Kentucky, so I'm going to talk about the
conpetition for news.

The Conmm ssion's broadcast ownership rules
are based on the first amendnent principle that the
wi dest possible dissemnation of information from
diverse and antagonistic sources is essential to
public wel fare.

First, we acknowl edge that the nedia
market is changing. No one knows this better than our
menbers. There are nore nedia outlets today than ever
before, but there are fewer owners. And the fact
remai ns that broadcast television and newspapers are
probably far and away the dom nant sources for |ocal
news and i nformation.

The Newspaper Association of Anmerica
reports that nore than half the adult popul ati on reads
a daily paper. Indeed, the N el sen Study comm ssi oned
for this rulemaking shows that 63 percent of those
surveyed identified newspapers as their source for

| ocal news and information. At the sanme tine, Nielsen
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also showed that 85 percent rely on broadcast
television for local news. Conpare that to one third
for radio and only 19 percent for the internet and
remenber, half of America still doesn't have internet
access at hone.

The dom nance of TV news and newspapers
and | ocal news and information sources is all the nore
striking because, as the FCC s Wal df ogel Study clearly
i ndi cates, consuners of news and information do not
substitute sources, but rather use other nedia outlets
to conplenent their primary source of news and
i nf ormati on. Therefore, |ocal ownership conbinations
that allow unfettered nergers of news operations of
| ocal broadcasters and daily newspapers, reduce the
nunber of antagoni stic news sources available to |ocal
citizens.

Local television and newspaper nedia
markets are already highly concentrated. Most cities
are one newspaper towns. Wil e cable has increased
the nunber of outlets, in nost cities the top four
over-the-air television stations still maintain nore
than 75 percent of the market share.

Sinply increasing the nunber of outlets in
a nmarket does little to produce nore antagonistic

sour ces.
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The networks submtted a study that shows
that of all 210 TV markets in the US., 70 percent
have four or fewer stations carrying original, |ocal
news progranmm ng and 89 percent have five or fewer.
Only 19 markets have |ocal cable news shows and sone,
such as News Channel 8 in Washington, D.C. are owned
by a | ocal broadcaster.

Focussing on outlets, w thout considering
mar ket share and ownership, has I|ed proponents of
| ocal market conbinations to draw sone interesting
conpari sons. For exanple, the network's  brief
includes an in-depth analysis of the MI|waukee market.

It gives equal weight to the website of the |ocal

hurling club and the MIwaukee Journal Sentinel. Now
let's face it. It's highly doubtful the MIwaukee
Journal Sentinel wll ever be scooped by the |ocal

hurling society.

Wien it comes to setting the local news
agenda and | ocal Vi ewpoi nt di versity, di verse
ownershi p, not the nunber of outlets is what matters.
The brief filed by the CM in this proceedi ng contains
nunerous exanples that illustrate the point. One
exanpl e, however, provides a striking denonstration
about how concentration of nedia ownership can destroy

| ocalism conpetition and diversity of viewpoints.
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I n 2001, Canada' s second | ar gest
conmer ci al broadcast chain purchased Canada's | argest
newspaper chain and now controls 30 percent of the
nation's daily newspaper circulation. Wthin nonths
of that nerger, Canada West d obal reversed journali st
tradition of local editorial independence by nandati ng
that its |argest newspapers and all its broadcast news
operations adhere to editorial viewpoints dictated by
its headquarters in Wnnipeg. It wasn't too long
before news stories were being edited and spun to
conformto the editorial viewpoints.

The FCC should not allow nergers in
markets that are already highly concentrated and if
nergers are permtted, the Comm ssion should ensure
that the conmbination is in the public interest and
that antagoni stic sources of news and information are
preserved.

CWA has proposed one way to do that, by
requiring comonly owned nedia including duopolies to
mai ntain separate newsroom and editorial staffs in
order to preserve and pronote diversity viewpoint.

This language is nodeled after the
Newspaper Preservation Act passed by Congress in 1970
that allows common ownership and joint operation of

busi ness functions, but requires separate news and
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editorial staff. Qur journalist nenbers have worked
under these arrangenents for decades. They report
that nmaintaining separate news operations does, in

fact, foster conpetition anmong reporters for |ocal
scoops and varyi ng news angles on | ocal events.

Wrking reporters are enpl oyees of conpl ex
organi zations and they work under what we call the
invisible hand of the newsroom social control. Li ke
athletes, journalists performtheir best when they are
chal | enged by conpetition and encouraged to do their
own personal best. It is inperative therefore that
t he Comm ssion adopt rules that protect the nedia from
consolidation into fewer hands, an outcone that would
do serious harmto the free flow of ideas that is so
essential to civic participation in our denocracy.

Thank you very much

MR KRATTENMAKER:  Thank you. M. Mller?

MR M LLER I'm Victor Mller of
Broadcast Equity and also for Bear Stearns. ' ve
covered the industry for 15 years in lending an
anal ytic capacity. Today, [ 1 di scuss seven
operating pressures facing broadcast networks and
local stations as a context for ny deregulatory
st ance.

First pressure is audience fragnentation
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and declining ad share. The national TV nmarketpl ace
consi sts of 10 broadcast networks, 1400 commercial TV
stations, 287 national and 56 regional cable networks.
In 2001, the typical |ocal household had 82 channels
avail abl e versus 10 in 1980. This robust and
option-filled marketplace accelerated by deregul atory
changes nmade by Congress and the FCC has been good for
consurmers. However, robust conpetition has inpacted
TV industry econom cs. ABC, CBS, NBC networks have
seen prine time view ng shares drop to 38 percent this
year from 90 percent in 1980. Local TV stations share
of nmedia ad dollars has fallen to 15.5 percent | ast
year, versus 18.3 percent in 1980 despite alnost a
doubl i ng of the nunber of stations.

The second pressure i's escal ati ng
progranmm ng costs. Even in the throes of declining
ratings, the cost of network programm ng has increased
by 30 percent for half hour sitcons and by 50 percent
plus for one hour dramas despite networks' increasing
ownership stake in these shows after financia
syndi cati on rules were struck down in 1994.
Escal ation of sone sports rights have priced sports
of f broadcast TV all together. Local ABC, CBS and NBC
stations in turn on the local level are investing nore

heavily in local news spending $1.5 billion in the top

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

138

hundred markets on progranmmng that nost differentiate
stations from ot her nedia.

The third pressure is high operating
| ever age. Recent financial results reported by
broadcast TV players suggest that there are few
operating efficiencies left in the business. H gh
operating |leverage neans that the Dbroadcast TV
business is exposed to significant cash flow sw ngs
with changes in advertising. In 2000, local TV
station industry revenues fell by 15 percent, but cash
flow plumeted by 25 to 35 percent. The broadcast TV
business was not well insulated from short term or
long termdeclines in the business.

The fourth pressure is a consolidating
cabl e busi ness. Consolidation of the cable industry
may be broadcast TV s greatest threat. In 2002, the
top five MSGs controlled 72 percent of the nation's 74
mllion cable households and in 15 of the top 25 nedia

mar kets, one MSO controls at least 75 percent of the

local nmarkets wreline subscriber base. I ncreasi ng
M5O concentration wll make it nore difficult for
| ocal TV br oadcast ers to have meani ngf ul

retransm ssi on consent di scussions. MBSO concentrati on
creates conpetition for TV stations' local ad dollars

and programm ng franchise as well. VW estinmate one
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MBO captures $1 billion in local cable advertising,
surpassing that earned by the ABC owned and operated
TV group. And perversely, 2002's appeals court ruling
woul d allow an MSO to buy a local TV station or |oca
TV and newspaper player is often restricted fromthese
noves by current ownership rules. This anonaly al one
begs for significant relief.

The fifth pressure is new technol ogy.
Early adoption of personal video recorders suggests
that users skip ads at a 75 percent clip five tines at
t he | evel of t he pr evi ous t echnol ogy VCRs.
Advertising is free over the air TV broadcasting s
sol e revenue stream If the ad only nodel breaks
down, nonthly subscriber fees would have to increase
by $39 per nonth to replace broadcast TV's lost ad
revenue.

The sixth pressure is the lack of return
on investnent in digital TV W estimate that | ocal
broadcasters will spend $4 to $6 billion rolling out
digital TV with little obvious return available to
that invested capital.

The seventh pressure is poor broadcast
networ k econom cs. Broadcast networks are not very
profitable. From 2000 to 2002, we believe the big

four networks generated only $2 billion in profits on
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approximately $39 billion in revenue, a 5 percent
margin. Wthout the nost profitable network, margins
fell to 1 percent.

My conclusion is if these seven operating
pressures continue unabated and no deregul atory relief
is afforded the industry, the viability of free over-
the-air TV in the nmedian termcoul d be threatened.

Deregul ation for networks -- | would say
that in order to preserve the long term viability of
the broadcast networks, we believe the FCC should
relax the national station ownership rule to 50
percent .

In the past, the networks have relied on
| aunching cable networks and syndication to prove
their overall TV economcs. W believe these options
will prove |less valuable now, given the oversupply of
cable inventory and static demand for syndicated
pr oduct .

For the stations, in order to preserve the
long term conpetitive viability of the local stations,
we believe the FCC should substantially relax or
el i mnate newspaper broadcast cross ownership rules,
given newspapers declining circulation, declining ad
share and 28 vyear run wthout deregulation. A

newspaper broadcast conbination also has potential
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| ocal and public service benefits as well.

Al so, we believe the substantial relaxing
of duopoly rules by extending this option to snaller
TV markets who are operating in deficiencies is really
needed. W support a rule that focuses on cumul ative
| ocal audience shares such as NAB's 10-10 proposal,
First Argyle's 30 percent |ocal audi ence share
proposal and triopolies in |arge markets.

On radio, we advocate the retention of the
FCCs current radio market definition which was in
pl ace when Congress nodified the local radio [imts in
1996. Any change now woul d upset the congressiona
schene and potentially introduce new anonalies.
Further, a <change in narket definition would be
disruptive to the acquisition of radio properties,
relative conpetitive positions of radio broadcasters,
disposition of radio broadcasters and the capital
mar ket s.

Thank you.

MR KRATTENVAKER: Thank you, M. Mller

M. Minson?

MR MUNSON: Thank you. Good afternoon
and wel cone to the other Virginia, Conmm ssioners. W
have the Northern Virginia and this is what we cal

the other Virginia here. So it's good to have you
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with us.

M/ name is Ed Mnson, |I'm the Vice
Presi dent and Ceneral WManager of WAVY and WBT-TV in
Norfol k, Virginia. W're two broadcast TV stations
licensed to the Norfolk — Portsnmouth - Newport News,
Virginia market.

M/ testinony today is basically the story
of running two television stations in the market.
Wen | arrived at WAVY in 1991 there were siXx
contrer ci al television stations operating in the
Norfol k market. The two independent stations were
struggling for survival. M/ recollection is that
neither of them was profitable and certainly neither
of them had an appreciable share of |ocal view ng or
| ocal ad revenue. Despite the difficulties faced by
t hese independents, yet another station went on the
area, W/BT and it was |launched in 1992. Needl ess to
say, with those two struggling independents already on
the air, there really wasn't much interest in WABT
from progranmers, advertisers or viewers. The station
was able to nuster only enough initial capital to
build a mnimal technical facility whose signal could
reach about 65 percent of the homes in the market.

Shortly after initiating operations, the

station affiliated wth the Honme Shopping Network.
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While this business plan enabled the licensee to get
on the air and with a small positive cash flow, the
station really wasn't a serious conpetitor for viewers
or a significant broadcast voice in our market. The
solution was to partner wth another |ocal station, ny
station, WAVY, the NBC affiliate. |In January 1995, we
entered into a local nmarketing agreenment with WABT
t hrough which WAVY assuned day to day operations of
the station under the |icensee's supervision.

In May of 1996, we relocated the station's
antenna to our 1,000 foot tower and increased its
power to 5 mllion watts, for the first tinme reaching
every honme in the market. Because of those technical
upgrades and the station's new pronotion and
advertising capabilities, WAVY was also able to land a
network affiliation for WHBT with a fledgling WB
Net work shortly after we entered into the LNA

Through WAVY's progranm ng resources, we
were able to assenble a conpetitive slate of
syndicated product in Jlocal and regional sports
programm ng the other stations in the market woul dn't
want to carry. Wile we were able to grow our share
of local advertising in the market from zero to nearly
5 percent, we sustained operating |osses of about $2

mllion before becom ng cash flow positive in 1998.
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In 1996, we were approached by the Fox
Tel evision Network about switching WBT' s network
affiliation to Fox. Fox had undertaken a canpaign to
have all of its affiliates carry local news at 10
o' clock. The Fox affiliate in Norfolk had declined to
do so. It wasn't a surprising decision for a single
station with virtually no news infrastructure. It
woul d have been years, if ever, before the 10 o' cl ock
news woul d have been financially viable in the highly
conpetitive Norfol k market.

WAVY, however, was already producing five
hours of local news a day. Adding a first class |ocal
news program at 10 o'clock could be undertaken for
fairly nodest capital investnment and increase our
operating costs under $1 mllion.

So in August of 1998, W/BT becane the Fox
affiliate. At that time, we initiated the first and
still the only 10 o'clock broadcast news in the
Nor fol k market . This newscast which was initially a
hal f hour is now 45 m nutes, has given viewers in the
Norfol k market an additional news option. Mor eover
it unquestionably expanded the local |ate news view ng
in the market. W/BT s newscast has recently generated
a Nielsen rating of 4.9 or about 33,000 househol ds.

Since the 10 p.m newscast went on the
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air, the cunulative total news viewing in late news
viewi ng has grown from 141,000 households to 189, 000
househol ds in the nost recent rating book, an increase
of nore than 33 percent, substantially faster than the
mar ket was grow ng.

Local news is by no nmeans the only
contribution WMBT has made to the Norfolk nedia
mar ket pl ace. In addition to first class syndicated
programm ng, we've carried a wde variety of |ocal
sports and produced a substantial anmount of | ocal
sports and public affairs programm ng. And because of
WAVY' s resources, an investrment of over $4 nillion,
WBT has been able to construct its expensive new
digital television facility on time and is now
provi di ng Fox w descreen progranmng to the nmarket.

This station conbination is enphatically
in the public interest. Many, many nore such
beneficial conbinations are being precluded by the
actions of outdated local TV ownership rules. This is
particularly true in smaller nmarkets where there is
sinply inefficient resources to support nore than one
or two high quality news operations. But, as ny
experience in Norfolk denonstrates, the current rule
is preventing efficient and productive conbinations

and suppressing potentially vital new |ocal voices
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even in the top 50 markets.

| urge you to act pronptly to recognize
the realities of the new |ocal nedia marketplace and
relax the local station ownership rule by adopting the
proposal put forth in the comments of the National
Associ ation  of Broadcasters and permt conmon
ownership of any two stations provided that no one has
nore than a 10 percent share of the view ng nmarket.

Thank you.

MR KRATTENVAKER: Dr. Oaen?

DR OVEN Thank you, M. Chairnan,
Conmm ssioners, M. Moderator. |"m an econom st and a
conpetition econom st. | was once chief econom st of

the Antitrust Division of the Justice Departnent and
|'m here to tal k about conpetition because that's what
t he panel is supposed to be about.

I hope after di scussing conpetition
briefly to link it to the diversity issues that you
face. I don't -- | think the localism issues are
inmpervious to logic, so | won't address those.

Conpetition obviously is an inportant goal
and in fact, your statute that requires these biennial
reviews nentions only conpetition and not diversity in
the context of what's necessary to retain the rules

for the future.
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Conpetition brings benefits to consuners.
The point of conpetition is to benefit consumers, in
this case, viewers, readers and listeners. You don't
wite on a blank slate here. You don't need to invent
a new wheel to deal with conpetition policy analysis
when you're analyzing proposed nergers in the nass
nmedi a. There's a perfectly adequate w dely accepted
and even admred paradigm for analyzing nergers and
that is the nerger guidelines that are used as a
nmethod of analysis by both the Federal Tr ade
Conm ssion and the Departnent of Justi ce.

The Comm ssion has, in fact, denonstrated
its understanding and ability to use their analytica
tools in its recent decision in the Echo Star-Drect
TV nerger. So |I'm not suggesting anything novel. You
don't need to invent a new way to think about these
things from the point of view of conpetition in
econom c markets. By economc narkets | rmean
advertising mnmarkets and consuner narkets for MBPV
servi ces.

| think the Commssion in approaching
nmedia ownership issues, if it's going to pass a
rationality test has to enploy an approach that is
consistent wth the nmethod, not necessarily the

standard, but the methods in the nerger guidelines.
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And there's no reason to try and do it in a different
way.

That neans that the present rules, if they
are put up against that standard, don't nmake any
sense. They don't pass a rationality test. For
exanpl e, when you apply the nethod of analysis that's
used in the nerger guidelines, you' re not likely to
find that markets are always defined in terns of
t echnol ogi es or neans of broadcasting or frequencies.
They' re defined in ternms of the choices that consuners
have. And those choices can, and do, cut across lots
of different technol ogies and nethods of broadcasti ng.
So any rule that applies only to television, for
exanpl e, prejudges the market definition appropriate
to a particular nerger transaction and that doesn't
make any sense. You can't do that in advance.

So fixed nmarket boundaries as reflected in
rules alnost by definition can't pass a rationality
test. Moreover, even if they did, in this business,
mar ket boundaries are changing quickly and have been
changing for sonme years, so a rule that reflects even
a correct, analytically correct analysis of where the
mar ket boundaries are, will be out of date and as we
all know, even though they have to be reviewed every

two years, it's hard to change rul es.
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The final thing to keep in mnd when

t hi nki ng about econom c narkets, advertising markets
and consuner markets, is that nost nergers, the vast
majority of nergers are beneficial, that is, they
result in efficiencies or new products or new
services. In the econony as a whole, of the hundreds
and hundreds of transactions that take place every
year, only a tiny fraction of them raise antitrust
concerns and they are quite properly reviewed to see
if they past nuster under the antitrust |aws.

But the presunption is that a nerger is
pro-conpetitive absent a showing by the governnent
that it isn"t. It doesn't go the other way around.

Now the Conmi ssi on can apply t he
guidelines or its own version of the guidelines wth
its own standards, and the antitrust authorities, of
course, have an obligation to do the same thing. That
would result in a certain anount of duplication, even
a great deal of duplication, whether that duplication
is wasteful or not is sonmething for the Comm ssion to
consider. | don't offer an opinion on that.

| f you apply nerger guidelines analysis,
econom c analysis that's designed to tell whether or
not consuners are likely to be injured by a particul ar

nmerger, based on the facts of that nerger, then I

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

150

think you'll find that your diversity concerns are
al so addressed automatically. In principle, you could
have a nerger that reduced diversity unduly even
though it didn't offend the antitrust laws, didn't
reduce conpetition.

MR KRATTENVAKER ~ Your tine has expired.
Are you summari zi ng?

DR OMEN Yes. 1'Il stop there.

MR KRATTENVAKER: Ckay, thank you. M.
Rintel s?

|'m sorry, this is not part of your tine.
| should nmention here again that one of the things
we've done is to provide opportunities for people who

woul d like to propose questions that m ght be asked of

the panel. There are cards in the back of the room
if you want to wite a question. People wll
circulate, pick the questions up and we'll -- there's
a wonan over there with her hand up. W'IIl bring the

guestions up to me and if there's an opportunity, |
will ask them I"ve already got several for this
panel, but |I'd be happy to receive nore.

Excuse ne, M. Rintels.

MR RINTELS: Thank you, as a Virginian, a
native Virginian, | want to thank the Conm ssion for

slogging through the Ad Domnion slush to be here
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today to hear our thoughts about nedi a concentrati on.
M/ nane is Jonathan Rintels. |'ma screen
witer and the executive director for the Center for
the Creative Community, a nonprofit that conducts
research, public education and policy devel opnent on
behal f of the tens of thousands of witers, directors,
producers and perforners, who create Anerica's popul ar
and literary entertainnent. Nunmerous w nners of
Gscars, Emmys, Tonys, Peabodys and other awards for
creative excell ence serve on our Board of Advisors.
Today, the conventional w sdom is that a
500- channel universe assures viewpoints from a
diversity of sources and conpetition in the
mar ket pl ace of i deas. But as respected Wall Street
anal yst Tom Wl zien concludes in his research study
dated February 7th and entered in the record this
nor ni ng, the reality of today's nodern nedian
environnent is quite different. Fi ve corporations
with their broadcast and cable networks are now on the
verge of controlling the same nunber of television

househol ds as the Big Three broadcast networks did 40

years ago.

In the past, when three or four broadcast
networks controlled this many  househol ds, t he
Comm ssion protected the public's I nt erest in
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conpetition, the marketplace of ideas and diversity of
viewpoints by requiring independent production of
pr ogr amm ng. But today, the Anerican public has no
pr ot ecti on. Data in this record prove this
programmng oligopoly, Wlzien's term not m ne,
exists both in the distribution and production of
pr ogr amm ng. For exanple, NBC owns outright or holds
a significant financial interest in 100 percent of the
new series on its schedule this season. The ot her
networks are not far behind. Rat her than conpete
fairly in the marketplace of ideas, the networks
| everage their control of the publicly owned airways
to take over television program production, driving
smal | businesses and creative entrepreneurs, nmany of
whom wer e wonen and m norities, out of business.

Pr esi dent Bush recently said snal
busi ness owners represent the enterprise of the whole
nation and the diverse talents of our people.
Anerica's econony can thrive only when our snal
busi nesses thrive. Television is not different. The
near extinction of creative entrepreneurs and snall
busi nesses has resulted in corporate honogeni zed bl and
pr ogr amm ng. Even network executives agree. Thei r
guotes are in this record.

Wiile there are many highly regarded shows
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such as "West Wng" nearly all are independently
produced, such as "Wst Wng,” hold overs from when
program source diversity was required. The networks
t hensel ves have produced little to take their place as
evi denced by NBC s decision to spend $10 nillion per
epi sode of one nore seasons of "Friends."

Research shows nmany Americans receive
their information regardi ng denocracy, politics, news,
val ues, hi story and cul ture from television
ent ert ai nnent programm ng. Thus, in this proceeding,
the stakes for our nation are far higher than whether
we will all be dooned to a future of bland tel evision.
Wien pronoting the w de dissemnation of information
from a nultiplicity of sources is a governnent
interest of the highest order, Comm ssion action is
i ndi sputably necessary in the public interest as the
| aw requires.

Today's internet does not obviate the need
for the Conmssion to act. The same progranm ng
oligopoly controls the nost visited sites on the net.
Moreover, in much of Virginia, including ny own hone,
broadband is a distant runor. Even anong Virginia
famlies fortunate enough to have broadband, |'ve yet
to hear of any that mcrowave popcorn and gather

around the conputer to watch internet. They watch
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t el evi si on.

The reener gence of t he pr ogr amm ng
oligopoly requires that the Conm ssion create a new
program source diversity rule that allows independent
producers access to network schedules. And there's no
guestion the Comm ssion has the power to create this
rule in this proceeding as the Coalition for Program
Diversity reply comments denonstrate. Such a rule
will neet all the goals of the Commssion in this
pr oceedi ng. It will provide citizens with viewpoints
from a diversity of sources. It will enhance the
mar ket pl ace of ideas. It will reflect the reality of
the nodern nedia environnment in which the re-energing
programm ng oligopoly is elimnating both econom c and
creative conpetition. It will pronote participation
in ownership by mnorities, wonmen and small busi nesses
in television.

This rule, this win-win-win rule will also
wi thstand future judicial scrutiny. This record is
full of data and other evidence docunenting the re-
energence of this programmng oligopoly and the harm
it has caused. As with the Commission's |ega
authority to create this rule, Judge Posner wote in

Schurz Communi cations, "The Conm ssion could always

take the position that it should carve out a portion
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of the production and distribution markets and protect
t hem agai nst the conpetition of the networks in order
to foster a diversity of programmng sources and
outlets."

It is now necessary in the public interest
for the Commssion to take that position. Pronot i ng
the w despread dissemnation of information from a
multiplicity of sources is the governnment interest of
t he highest order in this proceeding. I ncreasing the
profits of a handful of corporations is not.

Thank you.

(Appl ause.)

MR KRATTENVAKER: Thank you. M.
W nston, wel come back to the Conm ssion.

MR W NSTON: Good afternoon, Chairnan
Powel I, Comm ssioner Martin, Conmm ssioner Abernathy,
M. Copps, M. Adelstein. Thank you for inviting ne
to discuss the Commission's pending rul enaking
proceeding, examning its broadcast ownership rules.
| also thank you for inviting Afred Liggins, a
di stingui shed nenber of the NABOB Board of Directors
earlier this norning.

NABOB is a trade association representing
the interests of African-Arerican owners of radio

stations and television stations and cable television

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

156

systens across the United States. NABOB has
participated in this proceeding to encourage the
Conmi ssion not to relax further its multiple ownership
rul es. Since the passage of the Tel ecomunications
Act of 1996  which significantly rel axed the
Conmi ssion's ownership rules, the nunber of mnority
owners has dropped by 14 percent.

The first amendnent rights of al |
Anericans to receive a free flow of news and comment
fromall segnents of the population will be damaged if
mnority ownership continues to be squeezed out of the
busi ness.

The Comm ssion, the Congress and the
courts have historically recogni zed that the ownership
of broadcast stations nust be dissem nated anong a
wi de nunber of voices to assure the first amendnent
rights of the Anerican public are protected.

In its conments in this proceedi ng, NABCB
has cited a significant anmount of research
denonstrating that mnority ownership pronotes these
first amendment rights by providing viewuoint
di versity and pronoting conpetition.

For this reason, NABOB has proposed in its
comments that the Commssion nmake no further

relaxation of its rules. | nst ead, NABOB has proposed
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several inprovenents for the Commssion's existing
rul es. The Conm ssion should nake permanent the
Conm ssion's interim policy for processing radio
assi gnnment  of license and transfer of control
appl i cati ons. The Conmm ssion should inprove the
interim policy by flagging all transactions in which
one entity wll <control 40 percent of the |ocal
advertising market or two entities wll control 60
percent of the advertising market and the Conm ssion
should use arbitron markets to define radio nmarkets
for application of the multiple ownership rule.

The Conmm ssion should include an interim
policy, a review of the inmpact of mnority ownership
of flagged transactions.

The Commi ssion should elimnate its policy
of granting 6, 12 and 18 nonth waivers of its
ownership rules. |If a transaction wll require one or
nore stations to be spun off, the parties should
submt an application to spin those stations off at
the tinme the transaction is filed.

The Comm ssion should treat all |ocal
mar ket agreenments as attributable and should require
that all agreenents between nonconmonly owned sane
market stations be filed wth the Comm ssi on.

NABOB has also requested the Comm ssion
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support rei nst at enent of t he mnority cash
certificate. NABOB conmends the Commission for
supporting Senator MCain's Snall Busi ness  Tax
Deferral Bill. W hope that legislation wll be

anended to specifically pronote mnority ownership.

| would also like to nmake an observation
concerning one of the studies comm ssioned by the
Comm ssion in this proceeding. In that study, the
Comm ssion's researcher neasured news slanting by
conmonl y owned tel evi si on stations and daily
newspapers. This study is startling not for its
conclusions, but for its prem se. The study assunes
news slanting exists and is a measurabl e phenonenon.
I t then proceeds to nmeasure this phenonenon.
Regardl ess of the conclusions reached in the study,
the study's principal values denonstrate that news
slanting exists. The existence of news slanting in
and of itself requires retention of the Comm ssion's
ownership rules. Once we accept that news slanting
exists as a neasurable phenonenon, it becones
inperative to continue the Commssion's policy of
ensuring the dissem nation of ownership control of the
nation's ai rwaves anong many di fferent and
ant agoni sti c voi ces.

In its coments, NABOB cited research
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showing that in nost major markets the market | eader
has about 45 percent of advertising revenues and the
top two firnms control about 74 percent of advertising
revenue. The research concluded that this resulted in
highly concentrated markets with Herfindahl H rschman
i ndi ces exceeding 3,000 in nmany nmarkets. Thus, NABCB
submts that, given exanples such as Ann Arbor where
G ear Channel Conmmunications currently has over 86
percent of the local radio advertising market, the
Conmi ssion should adjust its flagging procedure to
flag transactions which would result in a single
entity controlling nore than 40 percent of narket
revenues or two entities controlling nore than 60
percent .

In conclusion, | would like to note that
the principal issue before the Conmssion in this
proceeding is what |evel of industry consolidation
should be permtted when the Comm ssion bal ances its
often conflicting goals of pronoting diversity,
conpetition and |localism NABOB submits that in
reaching a determnation of how to balance these
conpeting interests, the Conm ssion should note that
diversity and localism are the only tw first
amendnent considerations falling into that bal ance.

The pronmotion of first anmendnent rights is the
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Comm ssion's principal obligation and in the end, the
pronmotion of diversity and localism nust take

precedence over the pronotional conpetition.

Thank you.
MR KRATTENVAKER: Thank you. M.
Chairman, if | my, | think I'm going to usurp the

prerogative of being noderator and ask the first
guestion. And the reason for that is that | have here
a stack of cards from the audience all of which ask
essentially the same question in different phrase and
| think we should start with this question. |'m going
to particularly direct it at M. Foley and Professor
Croteau, but | welcome coments from anybody. As
sonebody who taught antitrust for a while, | was not
surprised by this.

How exactly is conpetition enhanced by
renmovi ng the nunber of conpetitors? That's the way it
was put on one of these cards. And | think that's the
guestion that's on the mnds of many in the audience.

I'd like to say we went alphabetically.
As a result of that, we had three different responses
to that already fromthe mddl e of the panel

Bruce Onen has told us that if you take a
conpetition focus, that nmeans you're |ooking at the

wel fare of consuners or people who buy advertising and
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it may oftentines be the case that a nerger just
doesn't harm those interests because it doesn't give
anyone power to raise prices.

M. Minson said that sonetinmes what a
merger can do is it can rescue an otherw se nonviable
firm It can provide resources that another firm
m ght not have had. It can bring sonebody froma hone
shoppi ng network to being a network affiliate.

M. MIller says that the way conpetition
can be enhanced by having fewer firms is that free
over-the-air broadcasting is threatened by a nunber of
econom c factors, all of which require sone |evel of
consolidation if it's going to survive in the face of
t hese conpeting new nedi a.

Those, in sum are the kinds of answers
that some of our panelists have given and | wanted
particularly to ask ny w ng people, whether you agreed
with that or whether instead you do take the position
it would be a perfectly respectable position that
conpetition is the nunber of people in a market and
reduci ng that nunber just sinply reduces conpetition.

Pr of essor ?

DR OMEN | think one of the interesting
issues here that is comng up today 1is the

interrelated nature of diversity, conpetition and
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localism the fact that you can't sinply isolate these
t hi ngs. They are interrel ated. And so when we're
tal king about what is conpetition, it's not just pure
nunbers, obviously. W can't say in all cases that
nmore necessarily means better content. The recent
study from the Project for Excellence in Journalism
for exanple, showed that in fact when it conmes to TV
news, |ocal news, snaller broadcast groups had better
content in terns of serving the local comunity than
| arger ones did.

However, at the same tine they also
realized that sonetinmes groups do better than
i ndi vidual stations because they have nore resources
and so forth. And so this issue of conpetition is not
directly tied to the nunber of entities conpeting.
You have to | ook at the nuances in all of that, but |
think that nessage that once you get to a certain
| evel, larger and larger conpanies are not going to
help us in terns of diversity and | ocalism

MR KRATTENMAKER  Thank you. Ms. Fol ey,
woul d you |ike to comment ?

M5, FOLEY: Yes, just briefly. First of
all, I cone from a journalism background and | cone
from a news background and so | do care very nuch

about localism and nuch |ess about pure conpetition.
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And | think that when it comes to news and when it
cones to reporting the news and setting the | ocal
news agenda it very much depends upon the nunber of
pl ayers. Because if you don't have conpeting
ant agoni stic sources, you're going to have one entity
or few entities setting the news, so anybody who's
ever worked in a newsroom notes that conpetition is
what drives the news agenda. It's what drives
reporters to go out there and beat the conpetition, to
scoop their fellow reporters. So | think from ny
perspective, it absolutely does matter.

MR KRATTENVAKER: Thank you. M.
Rintels, did you want to comment ?

MR RI NTELS: Wth regard to the
nati onwi de rules, | know the Conm ssion has asked in
its notice of rulemaking whether it dare say the dual
network rule if two networks would nerge together
whet her they would then discretely target progranm ng
to one audience on one network and one audience on
another network because that would be in their
conpetitive interests.

Prior history has shown that that's not
the reality at all, that when CBS and UPN were under
comon Viacom ownership that UPN sinply reran CBS

programm ng rather than get original programmng for
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its own discrete audience. And the sane occurs wth
Mot her shi p Broadcast ABC network than being rerun on
satellite ABC Famly and other networks owned by the
sane parent conpany.

MR KRATTENVAKER: Thank you. M.
Wnston, did you want to comment ?

MR W NSTON: Yes. | just wanted to say
that as was pointed out a mnute ago, the issues
addressed by the Comm ssion here, localism diversity,
conpetition, are interrelated. They can't be
separated out. And depending upon how you define
conpetition, it requires diversity and |ocalism and
it's not sonething that can be separated out as sinply
as mght be suggested by soneone fromthe panel.

MR KRATTENVAKER  Dane, can you rem nd us
when are we shooting for public m ke coments?

MR SNOADEN. We're shooting at 2 o' cl ock.

MR KRATTENVAKER: W'll go sonmewhat
beyond that. I"ve been keeping you from the
Conm ssioners for a long tine. | shouldn't do that
anynor e. I should turn this over to the

Conmi ssi oners.
COW SSI ONER ADELSTEI N: | had a question
for M. Ownen and nmaybe Professor Coteau, you could

follow up on this.
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W're both Stanford nen. It's good to
have you here. I was in the H story Departnent.
You're over at Economics and they're not that far
apart in the quad, but it seens like they're mles
away here because | have a different reading of the
statute than you do as far as what it neans.

You said, if | wunderstood you correctly,
that it was about conpetition, the new standard, but
if you look at the broader context it said whether
it's in the public interest in light of conpetition.
So we look at, as a historian or sonebody is |ooking
at the legal history of this, the Agency traditionally
has |looked at the public interest as being about
conpetition and | ocalismand diversity.

So I'd be curious if you really believe
that we don't have to |look at those two as issues in
the public interest, and then if you could explain
that in light of the exanple that we heard about the
Ri chnond experience, since that's the one |ocal

exanple that we have, as whether or not the public

interest was served in this case. | don't think you
believe it was. I'd like to hear your response to
t hat .

DR OMEN | think this is the way | egal

points should be debated, between economsts and
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hi stori ans.

(Laughter.)

The public interest neans whatever the
Conmm ssion says it neans. And then the courts, of
course...

| think that it's a perfectly sensible
thing to worry about diversity from a conpetition
point of view because you can think about the
mar ket pl ace of ideas netaphor, using the sane tools
that you do to think about econom c marketpl aces. How
many conpetitors are there, how many sources are
t here, what are the barriers to entry, what
alternatives are available to consuners?

| think if you do that, what you discover
is that the choices available to consunmers are far
wi der than the choices available to advertisers and as
a result, markets in the marketplace of ideas are
going to be defined nmuch nore broadly. And therefore,
if you worry about economc concentration, economc
markets, you'll automatically take care of in nost
cases, automatically take care of your diversity
concerns.

The other thing that | would say about
t hat is that measuring market shares in the

mar ket pl ace of ideas requires you to treat each source
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equally and not to weight them by their current
popul arity. The point of the first anendnment is to
make sure that wunpopular ideas have access to the
public. The public has choices. In antitrust, there
are certain markets where you give every conpetitor,
despite their current market share equal weight. And
| think the same principles should apply when you're

nmeasuring concentration in the marketpl ace of ideas.

After all, the popularity of a given nedia
outlet is a demand side phenonmenon. |It's what people
like to get, like to read, like to watch. It has

nothing to do with the popularity of the source. The
unpopular idea that we're trying to protect is by
definition got a small audience. It's unpopul ar.

| probably used up nore than ny share of

time here.

MR KRATTENMAKER: Comm ssi oner Copps?

COWMM SSI ONER COPPS: Yes, 1'd like to ask
M. Wnston --

MR CROTEAU. ["m sorry, | was asked to
r espond.

COW SSI ONER  COPPS: M/ m stake, excuse
ne.

MR CROTEAU. As we all know, there's
often the --
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-- ny concern here is that there's too
much discussion about <creating fornulas, whether
they're economc fornulas or otherwise that help to
dictate public policy and | think we have to
understand economc formnmulas, formulas to neasure
conpetition in the marketplaces and so forth, are
useful tools. But they are part of a broader tool kit
that we need to use, sone of which has to do wth
experi ence and sone commbn sense to be blunt about it.

And when you |l ook at particul ar cases, how
this actually works and particular nmarkets, what
actually happens in localities and | think that's why
these sorts of hearings are so inportant to hear those
stories, you find that a decline in nunbers does nean
sonmething to those communities because it does nean a
| oss of conpetition very often and consequently that
translates into a loss of l|ocal content, a loss of
diversity and so on.

And so we have to supplenent, | think, the
econom c theory with some other types of information
that, in ny opinion, are just as valid.

MR KRATTENMAKER: Thank you, and pardon

me. Conmm ssi oner Copps.
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COW SSI ONER COPPS: M. Wnston, we heard

earlier in the panel earlier today that a nunber of
radi o station owners has dropped by over a third since
1996. You pointed out in your eloquent testinony the
nunber of mnority owners has decreased by 13 percent.
|'m hearing this from so nmany groups that mnorities
are now under represented in ownership and are poorly
represented by the nedia and progranmng. |'m hearing
it fromyour organization and the National Association
of Black Owmed Broadcasters. |'m hearing it fromthe
Mnority and Media in Telecomunications Council.
Rai nbow, PUSH and National Association of H spanic
Journalists, Church of Christ, Wnen's Institute for
Freedom of the Press. It goes on and on. I''m al so
hearing that advertisers say that stations are
ignoring mnority comunities that are critical target
mar kets for their products.

| gather what you're saying is not only
don't abolish these rules, but you re saying we have
pretty much reached the Iimt of what we can tolerate
in changing the rules. | know |'ve talked to a | ot of
menbers in your group, as individuals, and sone of
t hem have done pretty well for thenselves in the world
of the nedia, but so many of themtell me that in the

increasingly consolidated environnent right now, they
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could not replicate the progress that they nmade. They
woul dn't be where they are if they were starting out
ri ght now.

Coul d you coment on that and also on the
question do you think we have really reached the imt
on as far as we can go on sone of these rules insofar
as the inpact on diversity is concerned?

MR WNSTON: Well, certainly in the radio
ar ea. NABOB has focused primarily its coments in
this proceeding on the radio area because we have
significant nunber of stations that are owned by
mnorities. W have 240 stations that are owned by
African-Arericans in the radio industry. In

television, there are only 20 television stations,

sone of them are fairly marginal stations. It's
probably too late. The industry continues to
consol i dat e. Even if you hold the line on your TV

rules, mnorities just do not have an opportunity to
buy into that business.

In radio, as you pointed out, Radio One is
our shining star. They're the folks that we all | ook
up to and say we can do that one of these days. But
the reality is that nost mnority owners are not going
to be able to do what Radio One has done. And nany

are trying. But what we have found is that the
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consolidation rules, the dear Channels of the world,

the G tadels, the Affinitys have too much of a head

start.

| have current owners who call ne all the
time, "I bid for a station, Cunulus outbid nme, G tadel
outbid nme, dear Channel outbid ne." So that with no

national cap, it's very difficult to see how we're
going to be able to continue to grow as owners and
further relaxation of the rules only nakes it worse.
COW SSI ONER  COPPS: That's a really
dramatic statenment that everybody in this audience
ought to pause to think about. |It's already too late
for the television and the radio situation in that

dire situation too. Were we are right now, wthout

further relaxing the rules. If that's not a big red
stop sign, it's still cautionary in light of the first
magni t ude.

Does sonebody el se want to conment ?

MR VICTOR M LLER I just want to say
that let's not forget that since 1996 Salem a
Christian broadcaster who is now a public conpany.
They weren't before that. Entrevi sion, an owner of
Spani sh | anguage newspapers, magazi nes, outdoor and
television stations is now a public conpany. They

weren't before, 1996. Radio One was not a public
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conpany. Spani sh Broadcasting was not a public
conpany. PAX, a Christian television broadcaster is
also in the marketplace. So you can -- some certain

broadcasters have taken advantage of the capital
markets, like Afred said this norning, decided that
the rules had changed. They got in the gane. They
went into the public markets and they are now very
viabl e public conpanies buying stations along wth
everybody else and outfitting a |lot of other
br oadcasters for properties.

So there has been sone benefit. Ve do
have five, six public conpanies that didn't exist
before the rules.

COW SSI ONER COPPS: I think M. Liggins
made it pretty clear this norning that was kind of a
question of fortuitous timng and taking advantage of
sonme of the prograns that we had at the Conmm ssion and
what |I'm hearing from M. Wnston's nenbers is trying
toreplicate that is very difficult.

Let nme ask you another question. Mari o
Gabel |'i (Phonetic) who is known for his nedia
expertise is predicting pretty widely that there's
going to be a rush of takeovers and conbinations in
broadcasting and newspapers if we significantly change

t hese rul es. You' re an expert analyst, but 1'd like
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ot her people to chinme in on this too.

What do you think is going on out there
right now if we would elimnate sone of these caps?
Wuld we have a rush to consolidation or -- what do
you foresee and what do sone of your anal ysts see down
t here?

MR VICTOR M LLER The bottom line is |
think that the Federal Communications Conmm ssion has
actually sold itself short on how hi deously successf ul
sone of its changes have been in the marketpl ace.

If you | ook at newspaper broadcast cross
ownership, which has been around for 28 years, no

rel axation of that, look at the Atlanta Journal

Constitution, the Dallas Mrning News, the Chicago

Tri bune, sone of the preemnent newspapers in the
United States of America. They have owned TV stations
in the sane narkets. If you actually look at the
guality of those newspapers, it is undeniably good.
Now if you look at the television stations where
there's co-ownership where they have newspapers and
television stations, on average, that |ocal news beats
conpetitors in that marketplace by alnost 60 percent
and the third place operator by 200 percent in the
early news, where there's no influence fromprine tine

view ng whatsoever, because of the quality, the
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increased quality that they can bring to the paper and
t he newspaper at the same tine.

Now in ternms of the radio, 60 percent of
the radio stations were basically not profitable in
1991. Now you have a situation where the market is
conpletely stabilized. You've done a great job.
There's been 9,000 stations that have transferred
hands to $120 billion worth of acquisitions and it's
been, | think, a very great success.

Duopoly. You want to tal k about duopoly.
Sixty-five percent of all duopolies, those stations
earn less than 5 percent of the revenue share and 80
percent of the duopoly are related to the new
networ ks. Tel epature (Phonetic), UPN, W, Univision,
Fox, they gave birth to all that, to a very viable and
robust and | arge station group.

And lastly, on the retransm ssion consent
rul es which you guys changed in 1993, that's added a
t renmendous nunber of new cable networks and we tal ked
about diversity in that |ast panel. | just want to
remnd you the first 20 weeks of this year, one third
of all the audience every night is watching AR, ESPN
H story Channel, Lifetine, American Myvie d assics,
Bravo, OCNBC, MBNBC, Fox News, TVFoodNet, Hone and

Gar den, Car t oons, CNN Headl i ne News, Bl ack
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Entertai nment Tel evision, N ckelodeon. That's a third
of the viewers and how can you say that a |ot of those
networks aren't the kind of programmng that you'd
i ke our children to sit down and watch?

COWM SSI ONER  COPPS: That was not ny
guestion. M question is --

MR MICTOR MLLER No, | understand.

COW SSI ONER  COPPS: Sitting here trying
to judge what are the results going to be, what Kkind
of a mad rush to consolidation are we going to see?

MR VICTOR M LLER You're going to see
i ncreased duopoly. You're going to see increased
newspaper broadcast cross ownership because of the
benefits we've run through. The market pl ace conpel s
change --

COW SSI ONER  COPPS: W can debate the

benefits and the negatives l|ater on. W need to do

that before we nake a deci sion. ["m just trying to
see what the narket says. You're a guy from the
market. You understand the market and you're telling

me that there is going to be significant additional
consolidation if we significantly change the rul es?

MR VICTOR MLLER Wien you have 28 years
of no rule change, there wll be some changes in

newspaper and broadcast. | don't think it's going to
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be a mad rush, no, | don't think

COW SSI ONER  COPPS: M. Rntels, you
wanted to comment ?

MR RINTELS: | did. I'mnot a man of the
markets, but Tom Wl zien is and in his study which I
referred to earlier, he pointed out that if the
national ownership TV audience ownership cap is
l[ifted, or relaxed, that there will be a mad rush to
buy up |ocal affiliates and that wi || occur
particularly where there's overlap with Contast or one
of the other big cable providers because the networks
will then use the retransm ssion consent for the cable
operator to use that local station as a baseball bat
to force themto take their other cable channels or to
nove their other cable channels up a tier or into the
nore basic | evel of service.

And this is sonething that really hasn't
been explored, at least as far as | can see in the
comments, that that cap is inportant in terns of

programm ng diversity and staving off the progranmm ng

ol i gopol y.

COW SSI ONER COPPS:  Thank you

MR KRATTENMAKER: | was going to nove to
Chai rman Powel |, but if you wanted to --

CHAl RVAN PONELL: | just wanted to nmake a
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coupl e of quick points. | thought what we were here

to do is to find out what the benefits and detrinents

of possible changes woul d be. That is the ultimate
question. | think what the panel seens to universally
agree with and if they don't, | find it fantastic, is

that any given conbination could be good or it could
be bad for consuners. The only thing we should care
about is if it's good for <consuners or bad for
consuners. There are a lot of groups who may not
benefit from a conbination, but the one that we care
principally about is for consunmers. And | think it is
rel evant, whether any changes that take place would be
changes that are positive for the consumng public. |
think that it's conpletely legitimate to point out the
detriments that could follow, but | think as M.
Munson pointed out, other people can also postulate
anecdotes where consuners cane out better as a
consequent of the market structure change.

What the government's job is to do is to
have a nechanismto filter the one fromthe other and
that's really what we're trying to do, not just win a
debate on whether consolidation is bad or not. Even
inand of itself. O course, it's both. It depends.

The other thing is | think that we have to

accept certain realities.
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M. Wnston, the truth is, | think, in
radio that the percentage of mnority ownership has
actually increased principally because of M. Liggins'
conpany over all in the last few years and they're
taking advantage of the sane dynamcs that other
peopl e are taking advantage of to be successful. It's
not enough. I"m one of the biggest supporters of
mnority ownership policy of anyone as you know, but
it is a change in the nmarketplace and it's real.
There's an enornmous increase in Spanish |anguage
programm ng that has occurred in the | ast few years.

One of the things that I'm going to throw
open Wi de as a question because Professor, | think you
al luded to, which is actually one of the concerns that
| have, it's near the end you briefly suggested even
nonconmer ci al .

Now a lot of what | hear today which is
very informative to nme suggests that one of the
problens isn't so much big, isn't so much corporate,
but that it's commercial, but anything by definition
that's commercial is profit seeking. | don't know how
to differentiate between nore neritorious groups, but
sone of the independent producers we're talking about
are Sony Pictures or Carsey-Wrner. These are not

smal |, independent little guys seeking and they're not
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doing it for free. | comend them just as | commend
any witer or producer, but we should put on the
record there are very few people who are doing this
busi ness not for business.

But it seenms to ne one of the things
that's very unique in the Anerican systemis that our
television systemis alnost totally comercial. Most
denocracies deal wth this threat to denbcracy by
havi ng gover nnent - sponsored progranmm ng, whether it be
the BBC or those kinds of programming in which
individuals are taxed and in the case of the U K $150
roughly a year to support a nedium that doesn't have
to be bound by these commerci al s.

So I'm curious that if people think the
bi ggest problem in the United States is that as |ong
as we have strong commercial incentives for the
production of what we do and see, exclusively, we'll
al ways have this problem and that maybe a greater
conmtnment to public broadcasting or forns of public
broadcasting is one of these things this country, the
gover nment ought to put nore stock in.

| heard you nmention that in passing, could
you --

MR KRATTENVAKER: I just have to

interject. I have the sense that nost people on the
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panel would like to speak to that so | would ask coul d
you each try to keep your remarks brief, because we're
trying to get to audi ence comments.

Pr of essor ?

DR ONEN Yes. | think that's a very
important point and it speaks precisely to the point
that you nade earlier which | have to respectfully
object wth. That is, | don't think the primry
responsibility of this Conmssion is to protect the
interests of consumers. That is certainly a piece of
it. But it is to protect the interests of citizens
and that includes a consuner side.

(Appl ause.)

But also includes other features of the
nmedi a | andscape that do not lend thenselves to this
sort of consuner analysis and your point about public
broadcasting is an excellent one. W are not talking
about public broadcasting and | think that's a real
shame because in fact, a lot of the dynamcs that
we're talking about today that we're concerned about
have to do with how marketplaces operate in general
and the kinds of economc forces that influence in the
end the content nore generally and it is absolutely
inmportant to have a noncommercial alternative to that

if we're really going to talk about diversity, if
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we're really going to talk about neeting the needs of
mnority comunities and so forth and that is public
br oadcast i ng. It's public radio. It's |low power
radio which is a piece of this as well.

(Appl ause.)

MR KRATTENMAKER: Thank you. D d any of
the other panelists want to comment on the Chairman's
guesti on.

|'m sorry to be the bad guy in this. | f
each of you talk for two mnutes, we're going to go
all through the public comment period. So please try
to keep your remarks brief.

Ms. Fol ey?

M5. FOLEY: Yes. | was just going to say
that there is a point to what the Chairman said in
that in other countries like the United Kingdom and
Canada there is a strong, public service broadcasting
conponent there. W don't have that in this country
and part of the reason we don't have that is that we
give our airways away to these commercial broadcasters
and so that's why this Conm ssion does have to | ook at
the public interest aspect of this. It isn't a pure
econom ¢ analysis. W've nade a decision as a country
to operate our nedia system this way. It may be a

good way to operate. |I'm not saying, |'m not arguing
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against it. |'mjust saying that that then argues for
us not to do an economc analysis and to really focus
on in a proceeding like this the public interest.

MR KRATTENVAKER  Thank you. M. Mller?

MR MLLER Again, all we're talking
about when we talk about broadcast free over-the-air
broadcast television as its own ecosystem it has two
pi eces: a network that produces, that takes $37
billion worth of risk over the last three years to
produce prograns and |ocal stations which try to serve
the |l ocal marketplace. There are seven pressures that
have been bearing down on both of these nodels and if
not addressed in the nedium or short term that free
over-the-air broadcast system that we don't pay for
that only has one single revenue stream wll change
markedly and we don't know how it's going to change,
whet her consuners are going to have to pay for that
nodel or whether it's going to degrade the nobdel so
much that it's not a viable, robust market and as
sonmeone nentioned this norning, 15 percent of America
still relies solely on over-the-air broadcasts as
their only way of seeing television in their hones
because they don't have cable or satellite.

MR, KRATTENVAKER: M. Minson?

MR MUNSON: | can only say this. | can

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

183

never be enbarrassed by the fact that ny television
stations rmake a profit. Part of that profit goes to
our shareholders. Part of that profit goes back into
t he product. W' ve increased the nunber of hours of
news and public affairs programmng and sponsorships
of events and been able to enploy 200 famlies to
provi de a paycheck for them

So any good broadcaster is going to pour
part of the noney into the product and part of the
noney into profits.

MR CROTEAU. | agree with the Chairman
that the conplaints about programmng that we've heard
have been chiefly about programm ng that's responsive
to what consunmers want to see. And that does |eave
out of the count prograns that consuners don't want to
see, at least in large nunbers. If it's in the public
interest to subsidize such programmng, that's fine,
but public broadcasting is not the way to do it. | f
you want to subsidize programm ng, the progranm ng
shoul d be subsidized as programm ng and be avail able
for any kind of outlet. There's no reason to waste
scarce spectrum resources on public broadcasting
stations that viewers don't know how to tune in.

MR, KRATTENVAKER. M. R ntels.

MR RI NTELS: | take the Chairman's point
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about Sony, not a small business. But Carsey-\War ner
certainly was. It was two people with one tel ephone .
And it was by virtue of their innovation and

creativity and efforts that they becane a |I|arge
busi ness.

So we're not pretending that the creative
conmunity or independent producers are not in this to
make a profit, but ny organization doesn't only
represent those producers. W're tal king about the
peopl e who sinply work on shows and we're not able to
do our best work when it's the networks who are
calling all the creative shots and so | think that
i ndependent production was a wonderful way for snal
busi nesses, mnorities and wonmen to get into the
tel evi si on busi ness. It took very little capital.
Al'l you needed was a great idea, but that's gone now.
So really, the question for us is by virtue of the
networks' control of the airways, should they be able
to exclude all the other voices that are out there?
W don't think that's right.

Should they be able to nonopolize the
production of progranmng and not conpete in the
mar ket pl ace of i deas. W just don't think that's
right.

(Appl ause.)
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MR KRATTENVAKER M. Wnston?

MR WNSTON. | just wanted to respond to
the Chairman's coment about Radio One. Certainly,
we've very happy that Radio One has had all that
growh over the |ast several years, but -- and you're
right, the total nunber of African-Anerican owned
stations has grown primarily because of the growth of
Radi o One.

The concern | have, of course, however, is
| ooking at BET. The African-Anmerican conmunity pinned
all of its hopes in television on one conpany. That
conpany sold out. Radio One is a publicly traded
conpany |ike every other publicly traded conpany, it's
under pressure from Wall Street financial sources to
keep showing revenue growmh or find itself under
pressure to sell out too.

I t hi nk t hat t he Afri can- Areri can
conmunity shouldn't say that we're going to pin all
our hopes on one conpany no matter which conpany it
is, no matter how great they are. And | don't think
t he Comm ssion should ask us to do that either

Thank you.

MR KRATTENMAKER:  Conmi ssi oner Aber nat hy?

COWM SSI ONER ABERNATHY: Thank you.

You've brought up a lot of points. | have many
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guestions, but | know where to find you guys. | wll
submt ny questions. |1'd rather hear fromall of you
and if the audience has any questions, |'m happy to

junp in, but I"'mjust going to pass for now

MR KRATTENVAKER: Thank you.
Conmmi ssi oner Martin?

COW SSI ONER  MARTI N I just have one
guesti on.

M. Mller, you t al ked about t he
i nportance of changing some of our rules for the
mai ntenance of free over-the-air broadcasting and
tal ked about the limted revenue stream that they have
and yet the increased costs that they' ve incurred,
particularly going through the digital transition.

Isn't there an opportunity though for them
also to have additional revenue streans from that if
they chose to nulti-cast in a digital context? | f
that was the case, are there other things that
inhibit, maybe digital carriage issues, or whatever,
but are there -- is that not a potential other
addi tional revenue stream for them that would have
sone positive benefits on the other side?

MR MLLER Wien you spent $4 to $6
billion are you likely to get a real return on that

investment and that's the unanswered question right
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Now.

As you know, we have problens with the
rights, the rights when you digitally send sonething
over the year that it could be stolen by soneone.
That has not been fixed yet.

W don't have the transm ssion standard is
still not -- we don't know whether it's a robust
standard yet and you've certainly helped with tuner
issues and cable operability issues which were not
sol ved, even six nonths ago. And then you have the
consunmer that now has to spend a lot of nobney to
change a TV set and as you know, the average TV set
| asts anywhere between 15 and 20 years.

So there's a lot of pieces that have to be
solved for it to be a robust system but yes,
phil osophically wll we be able to nmulticast?
Absol utely. But right now, we don't have all the
pi eces in place to even approach that yet.

MR KRATTENVAKER: My thanks to the
panel i sts. You all were terrific. Thank you for
braving the weather and com ng down here.

VW're now going to turn to a public

conmment portion of the neeting. I notice that it's
supposed to end in 10 m nutes. W'll go on for at
| east 20.
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Dane, | think you have, are there sone
peopl e who are waiting fromlast time to speak?

MR SNOADEN: Sur e. I would ask that
Allison Bresnick, Dan Pottle, Christopher Maxwell,
Rai ne Burrows, Silver Persinger and Bob Wl fner be the
first to go to the m crophones.

Wiile they're doing that, | want to have a
schedul i ng updat e. Wat we're going to do is we're
going to take this all the way to about 2:40 and then
we're going to start the next panel inmediately after
that so the next panelists please get ready at 2:40.
W're going to begin at that point. So we'll start
with Allison. And again, you all have two m nutes.

MR KRATTENMAKER: W're going to give you
two mnutes. The red light will cone on and will you
pl ease stop at the end of your tinme so others can
speak.

M5. BREZENCHEK (Phonetic): M/ nanme is
Al lison Brezenchek and | am the Vice President of
Media Reform for the Action Coalition for Media
Educat i on. I want to first just specifically thank
Conmi ssioner Copps for all of his advocacy efforts
regarding the public interest of the mass nedia. e
really appreciate your commtnent to that.

First of all, | want to say that being
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able to comunicate to the public is power. Mass
conmuni cation. And one of the things we need to pay
attention to is what's not there and | want to
specifically talk about what hasn' t been paid
attention to related to these FCC hearings and nedia
der egul ati on. Wiy haven't these issues been in the
mass nmedia? The nmass nedia is there to informus and
to let us know about things that are related to the
public interest? Wy haven't they been covering these
i ssues?

The only reason that | can think of is
because of the financial interests that they have in
getting further deregulation to occur. And that is a
big conflict between financial interests and public

interests that are not bei ng addressed here.

(Appl ause.)

| also wanted to comment on progranmm ng
content. W' ve had some controversy in the panel
about is programmng content appropriate to be

di scussing here and why is that being commented on? |
think that again goes back to the public not being
i nf or ned. The reason why the public doesn’'t comment
on programmng content is because nost of them
probably don't know the FCC exists, don't know what

deregulation is and don't know the steps to take to
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voi ce their concerns. The only thing that they do
know is that they don't Ilike what they see on
tel evision. Wat other nmeans do they have to coment
about it other than programcontent? And therefore, |
think that's why they comment on that specifically.
| f the mss nedia was educating them about
deregulation and things of that nature, then they
woul d have nore to tal k about.

Related to consolidation, | think that
consolidation leads to the recycling of progranmm ng.
A specific exanple is --

MR KRATTENVAKER  Thank you

(Appl ause.)
MR PODWELL.: H . I"m sure sone of you
are wondering why we dressed l|like nad scientists

today? And it is in response to a conment made by the
Chairman that he only wants to hear from nedia
scientists and that our comentary has been too
enotional and too political

Vll, I"'mnot a scientist, | ama tech, a
very small radio station, WPEB, in West Philadel phia
and we don't run plugs. W don't do public
fundrai sing canpaigns. W just have benefits, nostly
in the forns of parties. Cccasionally, we get

donations from our friends. W're a very snall
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station and we've had a few grants.

| think our existence, it's a |l|eftover
from the 1970s. It's an old Cass D license and our
exi stence is proof that the public interest is not the
sane thing as business interest because we're the only
kind of voice for the kind of comunity in which we
exi st.

I know that we're t al ki ng about
der egul ati on. | have to say | think that Spectrum
Managenent plays into the equation here. LPFM as was
these reforns that happened during Chairman Kennard's
admnistration was a big step forward and it was
special interests, it was business interests such as
NPR, National Association of Broadcasters that pushed
Congress to eviscerate it. There was a rider attached
to a budget appropriations bill sponsored by Senator
Rod Grahans who not surprisingly soon after |ost the
election which is what happens -- which is what
i deal | y happens.

MR KRATTENVAKER: M. Podwel |, thank you

very nmuch

(Appl ause.)

M. Maxwel |.

MR MAXVELL: Thank you. M/ name is
Chri st opher Maxwel | . I'"'m the Vice President of the
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Virginia Center for Public Press. W are a |ow power
FM applicant. VW train people to create their own
tel evision shows and thus tell their stories their way
without the filter of too many other influences,
editors, owners, advertisers, underwiters, etcetera.
So you'll hear a lot of things on our prograns that
may not be perfectly polished, but we get a lot of
vi ewers because we have authenticity to offer. So we
use say, for exanple, an ancient titler, an omega from
1984, but it gets the titles up and it doesn't seemto
matter to our audi ence.

A lot of the noney problens conme from
concerns about creating a product for a thin, rich
slice at the top or the great nmasses and not
necessarily kind of all the leftover -- people in
bet ween.

I''m concerned that the studies, however,
unfortunately, are irrelevant. They're invalid.
Here's the problem

M. Powell, you voted against |ow power
FM in part, you said because you were concerned that
LPFM woul d take sone listeners away from comerci al
mnority broadcasters that were on the edge of
bankruptcy and that mght push them over or cause

ot her probl ens. Well, okay, but in band on channel
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dio broadcasting has been proven by tests

and by dear Channel's own testinbnies and tests to

jam the signals of stations adjacent to an ibox

station.

That doubling of the stations on the dial

then renoves those stations from people's selections

and choi ces. That then neans we go from say 33

stations on a car radio in R chnond down to say 22 or

23. And what if that one station that disappeared was

the one station that spoke to your soul, the one

station th

Vi ewpoi nt,

at carried your news, your religion, your

your ethnic news, your whatever? Then it's

a 100 percent | oss.

So that nmeans that we have already

accepted --
MR KRATTENVAKER  Thank you, M. Maxwell.
Your time is up. You can submt your information for
the record, as you conti nue.

Ms. Burrows, please.

M5. BURROANS: H. [I'mthe nother of a
2-year-old Iliving here in Rchnond and |1'm very
concer ned about t he deteriorating quality of
television in this country. Wen | was a child, ny
parents nade educational filnms and | sometines
appeared in them They were often shown on

t el evi si on,

(202) 234-4433

not only on PBS, but al so the networks.
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| wish | could find prograns |ike that
today for nmy little girl to watch. The point is there
were nore ways back then for people to produce
interesting prograns and get them distributed on
t el evi si on. Now the nedia outlets are pretty much
control |l ed by huge multinational corporations.

The best prograns don't get aired because
of the obsession to maximze profits.

Today, we are bonbarded with sensational
violent mndless shows. The people of this country
have no way to use airways that supposedly belong to
us except for local cable access TW. The FCC shoul d
be deeply concerned about what is happening. They
should protect the interests of the people and | ook
for ways to use their regulating power to encourage
the independence of the smaller stations throughout
the country. W don't want Fox and Viacom owning
every station we turn to on the dial. W do not want
one corporation quietly buying up 1200 channels so
they can maximze profits by making pure prograns.
This is already happening in radio.

Please do not make the sane nistake in
television. [If we do still live in a denocracy which
is at work in this room today, then we need to keep

tel evision open for as nmany voi ces as possi bl e.
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| know | speak for so many parents in this
country who grew up loving TV and now worry about
letting our kids watch it at all.

(Appl ause.)

MR KRATTENVAKER: Thank you, Ms. Burrows.
M. Persinger (Phonetic)?

MR PERSINGER  Hell o, Chairman Powel | and
Conmm ssi oner s. Thank you for the privilege to speak
to you today.

M/ nanme is Silver Persinger. I live in
R chnond, Virginia. | cone today to tell you to
oppose renoving restrictions on ownership of nedia
outlets.

| cone to you today, before you today as
an advocate of the golden American ideals of
denocracy, free speech, freedom of press, liberty and
freedom

Wiat we all know, but what hasn't been
said is that television is the nost powerful source of
propaganda in this country, a maor source of
i nformation, education and social values. Information
is power, but information is also wealth.

This marketplace of ideas and the funny
thing about ideas is it's hard to sell them | deas

i nherently are free and your whole -- all this stuff
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is centered around the econony and | identify nyself
as a socialist and | feel real threatened by this
dependency on econony to justify every action and |
don't know, | just don't see a real place for
soci alism being discussed in commercial nmedia which
| ooks i ke the way we' re headi ng.

This is an essential tool of political
speech and it's largely denied to ordinary people. If
you truly want diversity, you need to increase public
access to the nedia.

Just look -- just take a look at the rules
already enacted by the Comm ssion. One of the
Comm ssioners or panelists nentioned that the first
rules banning ownership of multiple radio stations
occurred in 1927. 1 think you would be forgetting the
wi sdom of previous FCC Comm ssions. These rules were
instituted at a tinme when there were fewer stations
and only about five years after the initial radio boom
of 1922 and 1923. The Conm ssion recognized the

i nportance of the distribution of information.

MR KRATTENVAKER: Thank you, M.
Per si nger .

s M. Vuckner there?

MR, VUCKMVER: Thank you. My nane is Bob
Vuckrer . I am a citizen or as referred to by a
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panel i st, I'm a consuner. | object to that
cl assification. |'m here as a citizen and a resident
of Virginia. | want to state very clearly that

perception in ny opinion is reality. Everyone creates
their own reality, so I'mspeaking in terns of ny own,
really for ny wife and |I.

' m going to speak about a reality that is
ny perception and the perception is that what 1've
heard today, we're really talking about corporate
policy as opposed to public policy and when | say
public policy | nean citizen policy. | get enough
phone calls and attenpts to take ny noney as a
consuner. | don't want to be thought of as a consuner
by a public agency, the FCC

Secondly, we have lost our ability in
Anerica through the nedia. Free press, in ny opinion,
is all the nedia. To agree or disagree, we have cone,
| think, in a fashion and form now where it's only
fashionable to agree. Watever the opinion is that is
bei ng pushed, by the nedia, by whatever nedia outlet,
is the one which we're expected to agree, wth which
we're expected to agree. And | disagree with that.

| think a free press, a free nedia neans
that there's this antagonism that everyone talked

about in this roomthat allows free exchange of ideas
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whet her you agree or disagree, but you cone to sone
resolution as a result of that disagreenent.

That isn't happening any nore. | think
what we're finding -- ny real concern is news. | find
we're getting a lot nore entertainment than we are
news. The content is awful. For those people who run
stations, nedia outlets, you need to understand we're
tired of the garbage, in ny opinion, what we're
getting served up as news is not news. It is
entertai nnent.

Finally, | want to say that the experinent
in Rchrond was we wused to have nore than two
newspapers. W eventually had two newspapers and
those two newspapers were nerged. One | found was a
l[ittle bit nore noderate than the surviving entity --

MR KRATTENMAKER: Thank you, M. \ucknmer.
You can submt vyour information for the record as
wel | .

W're now going to begin to alternate.
W'|ll start with the right and go to the left. Again,
two mnutes. Yes sir.

MR LABLAU Yes, M.  Comm ssi oner,
Menbers of the Comm ssion, ny nane is Danny Lablau
(Phonetic). I"m President of the Virginia State AFL-

C O that represents over 200,000 working famlies here
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in the State of Virginia. These working famlies
depend upon a diverse and free nedia to participate in
our denocracy. |I'mworried about the concentration of
media ownership into fewer and fewer hands. Here, in
Ri chnond, a city of over 200,000 people, the state

capital, we have one daily newspaper, The Ri chnond

Ti nes- Di spat ch. lt's owned by Media Ceneral with a

circulation of about 200,000 with about 230,000 on
Sunday. W have three TV stations, the ABC, CBS and
NBC affiliates which produce |ocal news shows four
times a day. The Fox affiliate produces a 10 p.m
newscast . There are no locally produced cable news
shows. So we have four or five, if you include Fox,
as mmjor news sources in R chnond. If you allow any
of themto nmerge, we'd only have three or four.

Just |look at what happened to radio in
Ri chnond since the 1996 Tel ecommuni cati ons Act dropped
its national radioship ownership rule. The four
| argest radio stations now control 90 percent of the
market, according to your study. The nunber of
i ndependent radio station owners in R chnond has
dropped 31 percent since 1996.

Now | hear that Media Ceneral, the owner
of the maor newspaper is into sonething called

convergence. They want to own a TV station where they
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own a newspaper and then share the news operation. |
fear they have R chnond on their radar screen.

| shudder to think what this would nean.
They would domnate the news narket and drive up ad
prices. Wrking people have a hard enough tine
getting fair reporting in this state. |If we even have
fewer media owners, it would be even harder to get
fair coverage fromworkers' point of view

Politicians would have to pay even nore
for their ads, print and nedia or electronic nedia.

MR KRATTENVAKER: Thank you, sir. I
remnd you to please state your nane for the record as
wel | .

Ma' anf?

M5. SMTH M/ nane is Laura Smth and |I'm
from Austin, Texas where |I'm a doctoral student at the
University of Texas at Austin. | also worked in
tel evision news for about 13 years before | went back
to school to teach the next generation  of
br oadcast ers.

I would like to actually reference
directly the issue of duopolies and nuch deference to
M. Mnson in what he's doing at WAVY. This is not
the case in many duopoly conditions around the

country.
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In Jacksonville, Florida when Gannett
purchased the Albritton station in 1999 under one of
the first television stations allowed to do this, they
i medi ately dismantled the news operation and fired
the majority of the news staff, although they kept the
entirety of the sales staff.

| would like to say they are now
simulcasting one news product on two television
stations, one an ABC affiliate, the other an NBC
affiliate. They are nmaintaining the entertainment
programm ng, but they have disassenbled entirely the
news gathering operation and until those sorts of
issues are addressed in what can happen both pro and
con, | think that's sonething that the FCC really
needs to take into consideration when it's |ooking at
rel axing its duopoly rules.

| also want to nention that in the issue
of the national cap, there are many conpani es such as
Sinclair and others who are looking at going to
regional casting as a result of being able to purchase
nore television stations around the country. Thi s
nmeans they'll inevitably knock off |ocal producers and
reporters in order to go to a regional casting issue.

This is sonmething that local citizens need to be

aware of and that the FCC, | think, should Dbe
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responsible for protecting their interests when they
get out there.

Finally, 1'd like to just make a quick
statenent about the quality of +the 12 enpirical
studies that the FCC is going to base its decision on.
|'ve read all 12 of them and in due deference to the
FCC Menbers who are here who worked on those studies,
there is a great deal of mssing data in those
studies, the theoretical foundations, the socia
science research there. As a social scientist now and
a former journalist, | have great issue with sone of
the quality controls that were put in place in how
this issue is being neasured by the FCC I think we
need a great deal nore research before you take any
further steps and | appl aud Comm ssi oner Copps for his
willingness to do nore public hearings because 12
people talking at a hearing like this is not nearly
enough.

Thank you.

(Appl ause.)

MR KRATTENVAKER: Thank you. This wll
be the last public comment before we go to the next
panel, but 1'll ask a menber of ny staff to come over
and get the nanes so we can start the |ist again.

Yes nma' am
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M5. BALATTA- DALY (Phonetic): My name is

Darva Balatta-Daly and |I'm a volunteer wth the
Pronet heus Radio Project in Philadel phia, although I
drove down from Upstate New York where | live to be
part of this. Thank you, Comm ssioner Copps, for
giving ne the opportunity to drive 800 mles. I
appreciate it. | do.

How did the FCC get away for 70 years
wi t hout having any enpirical basis to these rul es?

(Laughter.)

Ownership is power that's well understood.
| don't think that we need an economst to tell wus
t hat .

The public i nterest, di versity and
|ocalism those issues get thrown around and they

expand and contract through this roomw th each person

that tal ks about them | have ny own version of that
and |'d like to share an anecdote with you. | was at
a |ow power FM station a couple of years ago. It was

unl i censed because the comunity wasn't served and
there wasn't the possibility of getting a |icense. So
they pitched in and got some equipnent, put it up in a
house and everybody in that neighborhood listened to
it. |If the police were out, or if sonmebody woul d cal

out, hey the police are out, everybody would be out on
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the street to see what the police were about. | had
t he opportunity to see this with nmy own eyes.

A viewer called into the station and said
| don't know where ny daughter is, has anybody seen
her ? The DJ announced that. A mnute later, the
phone rang and she's on her way hone. That is the
kind of diversity and localism that we're talking
about .

Two hundr ed forty-seven di fferent
ethnicities that Anericans identify, that's what the
Census says. You' ve got the census data avail able.
You can wuse that. Forty-one different |anguage
famlies. Ceole is spoken in the United States, not
j ust Spani sh and Engli sh.

W've got a real different idea of what
character of community can be and what |ocalism can
be. | hope that the FCC will seriously consider the
soci al science aspect of this and | ook very closely at
what the relationship is between a narket area which
is created by industry data and is wused by the
industry and what actually conmunities are. Ckay?
Because | don't think that there's a correlation, but
it's the FCCs job to prove to the public that there
is a correlation.

The same thing goes for consunmers versus
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citizens. The FCC, if you believe that consuners and
citizens are the same thing, then prove it to us.
Show it. Make it transparent.

MR KRATTENMAKER ~ Thank you very nuch.

(Appl ause.)

MR KRATTENVAKER W're going to begin

t he next panel. Please get ready.
(Pause.)
As t he Chai r man expl ai ned, we're

regretfully trimmng you down to four and a half
m nutes. Wien the red |ight conmes on, will you pl ease
stop and so | shall shut up and give you the time you
have remai ni ng.

|'m sorry, |I'"m going to m spronounce, M.
Bl et hen.

MR, BLETHEN: "' m Frank Bl et hen. ["m the

publ i sher of The Seattle Tines. The Tines is a 106-

year-old fam |y business. For five generations, ny
famly has passionately pursued a singular obligation,
to fulfill our public trust responsibility to serve
our comunities wth independent journalism that's
rel evant to them

|''m here today because Anerican denocracy
is in crisis. It is at risk. A denocracy needs a

free and independent press to survive. In the words
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of a great journalist, Walter Lipman speaki ng about 50
years ago, "there is, | believe, a fundanental reason
why the American press is strong enough to remain
free. That reason is the Anerican newspaper, |arge
and small, and w thout exception belongs to a town, a
city, at the nost a region."

W are long past our free press because
few newspapers and few nedia outlets any | onger bel ong
to a town or a region. The loss is being driven by
two troubling trends, one is the egregi ous ownership
concentration and loss of |ocal connection for
newspapers, television, radio and cable. The other is
the insidious transformation of our large nedia
conpanies into ownership by Wall Street financial
investors. Wall Street has a singular --

[END TAPE 3, SIDE B; BEG N TAPE 4, SIDE
Al

-- term earnings and stock price. Not
news, not public service and not denocracy.

The specter of nedia dom nance by a snall
handful of conglonerates controlled by faceless,
financial institutions and driven by CEO stock options
is enough to scare George Owell.

Wen | started with ny career, there were

about 1500 daily newspapers in the United States, nost
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locally or regionally owned. Today, only 35 years
|ater, there are only about 280 independent daily
newspapers | ef t and very, very few serving
nmetropol i tan areas.

In the old days, long tenured publishers
and editors had deep connections with the cities and
regi ons they served. Today, few publishers, editors
or station managers even conme from the comunities
they work in. Few of them stay very 1|ong. Few
publishers have news backgrounds or even news
sensibilities.

Arerica's news roons have quietly been
transformed from denocracy's watchdog into corporate
| apdogs. One only needs to ask why FCC pleadings to
relax radio and TV concentration rules and to repeal
the cross ownership trend have been outside the bright
light of press scrutiny. Wien huge corporations
| obbying for their own financial self-interest also
control nost of our news roons, does anybody wonder
why there is such a chill?

|"ve heard the argunents of proponents of
cross ownership repeal ed. |"ve noted that they are
made only by |arge conpanies driven by the quest to
grow ever larger. The nost frequent argunment is that

the internet and cable have created informati on and
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access proliferation. That is not accurate. There
are still limted sources of professional, credible
news and opi nion. | ndeed, the public conmpany quest

for ever higher profits have put incredible pressure
on our remaining few news roons. Most journalists
bel i eve there has been a serious disinvestment in news
and a dunbi ng down of nedia, in general.

The correct issue is whether we still have
and can maintain well-staffed, professional news roons
that can keep Anericans inforned about their community
and about their country. Getting the sane often
shallow information delivered a thousand different
ways does not provide a substitute for robust,
i ndependent, news generati on.

This argunment also ignores that single
corporate entities are now wusing their various
platforns and extensive control to sinply recycle
information and programmng and to pronote their own
products often in the guise of news.

| urge the Commssion to return to your
nost basic obligation, to ensure we preserve and
nurture our denocracy. Your obligation is bigger than
cross ownership or the other concentration rules, but
that's what's in front of us. Repeal of cross

ownership and relaxing of the other rules would be a
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giant crack in the foundation of our denocracy. Ve
have seen the wunintended consequences of the 1996
Tel econmuni cati ons Act. VW're beginning to see the
negati ve consequences of the Conm ssion's relaxing of
other radio and TV concentrations --

MR KRATTENVAKER  Thank you, M. Bl ethen.

Your tine is up.

M. Herwitz?

MR HERWTZ: Cood afternoon. M/ nanme is
Tom Herwit z. I'"m President of Station Operations for
Fox Tel evision Stations. Gven our record in |ocal
news and service, we at Fox are frankly confounded by
the argunent that allowing us to own stations that
reach nore than 35 percent of the country wll
threaten conpetition, diversity and |ocalism I hope
"1l show today that the opposite is true.

Today, at our stations, 35 stations across
the country, we produce and air nore than 800 hours of
original, regularly scheduled local news per week,
nore than anybody el se in the country.

| joined Fox fromthe FCC actually in 1986
when our first six stations were bought. Those
stations did 23.5 hours of news and three of them in
Dal l as and Chicago and Houston aired no news at all.

Today, those sane stations produce every week 195
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hours of local news, an eight-fold increase. And on
the station in Dallas, for exanple, we broadcast 43
hours per week.

In many markets, we've produced and aired
nore local news by 9 a.m than our conpetitors wll
air all day |Iong. What enpirical justification is
there to keep Fox from bringing this kind of
commtnent to additional comunities?

W al so provide |local news service that is
unique to many comunities, often in dayparts where
there is no other local news and prine tinme and in the
nor ni ng. W're baffled that sonme broadcasts say
they're nore local, nore dedicated to serving their
| ocal communities than Fox because their group doesn't
reach 35 percent. The facts conpletely belie this.
Deb MDernmott who is down to ny left is a wonderful
broadcaster, but her R chnond station here is not nore
| ocal than ours. Wien | call her, 1 call her in
Nashville and | <call Vince Young in New York Gty.
Qur |ocal managers, as theirs, have editorial autonony
which we believe benefits the stations as well as the
Vi ewers.

Secondly, we enphatically dispute that our
stations have less than the highest commtnent to

serving their local communities. Take our station in
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Detroit, WBK which | use because one of our
principal conpetitors there, WIV, is owned by Post
Newsweek station, an outspoken advocate of keeping the
35 percent cap, arguing that conpani es whose stations
don't reach the cap are better |ocal operators. But
we have 50 percent nore news than VWDIV. Qur station
has been chosen Broadcasters Association station of
the year four years in a row Qur problem sol ving
news takes on local Detroit issues every day. W shut
down prostitution rings near schools. VW got the
school district to recognize that they were operating
abandoned buildings that were drug and prostitution
and rat-infested by schools. W brought to the
attention of the Detroit Water and Sewage Depart nent
that had to clean up their operations after we showed
workers  spending their days  dri nking, snoki ng
marijuana and dangerously driving large city-owned
trucks whil e intoxicated.

WJIV is a strong conpetitor and whether
they're better or worse than us really isn't the
point. It seens that if the Commssion's task as the
Court seens to order is to find enpirical evidence to
justify preventing Fox from owning additional stations
in light of the facts, the hard evidence of our

stations' service in comunities like Detroit, it's
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hard to understand what Post Newsweek or any of the
ot her evidence is or possibly could be.

Gven this commtnent to our | ocal
comunities, what is the evidence that our ownership
harnms conpetition, diversity and localisn? G ven our
track record, how can the government justify a rule
that requires us to shut down stations or sell
stations in Austin where we do 30 hours; G eensboro
35 hours; Birmngham 41; we're the news | eader there;
Kansas City, 48 hours, in order to get below a 35
percent cap.

MR KRATTENVAKER  Thank you, M. Herwtz.
W'll take those last three questions, not as
guestions, but as statenents.

M. Mays?

MR MAYS: (Good afternoon.

MR HERW TZ: I'"'m sorry, can | just
finish. | just want to say that we believe and |
think it's shown that what we brought, what Fox has
brought through Rupert Mirdoch's version through the
[ I naudi bl e] deregul ation and other things that we have
brought to --

MR KRATTENVAKER M. Herwitz, |I'msorry,
| believe that we have heard and | believe that in all

fairness to the other nenbers of this panel, | should
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nove al ong.

M. Mays?

MR MAYS: (Good afternoon, Chairman Powel |
and Menbers of the Conm ssion. M/ nanme is Mark Mays
and |I'm the president and chief operating officer of
C ear Channel Communications. Thank you for inviting
nme to testify about the inportance of localism in
radi o broadcasti ng.

Sone have spoken of the radio experience
as the canary in the coal mne, providing evidence of
the dangers of deregul ation, dangers, they say, that
await other nedia that would follow in radio's
f oot st eps. But this analogy, although it may be
colorful, just doesn't apply for one sinple reason.
The canary isn't dead. To the contrary, it is alive
and well, healthier and nore robust than ever before,
far from being dead, radio is experiencing a new
vitality and is providing excellent service to |oca
conmunities all over the country.

In order to fully appreciate the new
vitality of the radio industry, you nust renenber back
to the early 1990s when nmany stations were sinply
struggling to survive. It was a different world then,
just 10 years ago. Half of all radio stations

operated in the red and many others close to it.
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O course, the first thing many of these
stations did in those rough financial tinmes was cut
their local news budget and even shut down a news
departnment entirely. Local audi ences suffered.
Though with deregulation and the ability to own nore
stations, conpanies like Odear Channel could create
econom es of scale and benefit from cost savings. And
we, |ike many other broadcasters have reinvested those
savi ngs in our stations I mprovi ng techni ca
facilities, hiring better on-air talent and increasing
the quality of |ocal progranm ng.

Study after study denonstrates that

consolidation has led to increases in the diversity of

formats available to listeners and |ocal narkets,
large and snmall. Here in R chnond, there were only 16
different formats in 1995. In 2002, that nunber has

grown to 25. That's nore than a 50 percent increase
si nce deregul ati on.

Now it's true that while there are nore
formats, there are fewer owners. |It's also true that
C ear Channel owns 1200 radio stations. However, it's
inmportant to put those nunbers in context. Wi | e
O ear Channel owns 1200 stations, that represents just
9 percent of all the radio stations in the US. Put

another way, nore than 90 percent of US radio
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stations are owed by nearly 4,000 other conpanies.

I'm not here to dispute the fact that
we're a large conpany or that consolidation has
occurred, but I wll strongly dispute the notion that
consolidation has led to a reduction in localism W
succeed by intimately knowing the local conmunity we
serve and tailoring our programmng to meet their
uni que needs and tastes. This is true every mnute of
every hour of every day.

If listeners don't |ike what they hear,
they will turn the dial. |It's that sinple. One tired
song, one commercial break that lasts too long or a
failure to provide tinmely news or traffic and the
listener is gone. That's why we run dear Channel in
a conpletely decentralized manner. W operate |ike an
association of small, |local businesses. Qur | ocal
station managers and program directors nmake every
deci si on about what nusic gets played on our stations
and how often. They develop the play list based on
extensive |local audience research, listener requests
and first hand know edge of their own comunities.

At Cdear Channel, there is no such thing as a
standardi zed play |ist.

To those who would say that radio has

becone nore honogeni zed since deregulation, let ne

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

216
di spel that nyth as well. Since 1999, the nunber of

uni que songs and artists we play has increased by 30
percent, reflecting the fact that O ear Channel radio
stations are actually playing a greater variety of
music every Yyear. I'm pleased to say that our
dedi cation to localism has been recognized tinme and
time again. Last year, our R chnond stations won
awards ranging from best locally produced radi o show,
to best traffic reports, to best |ocal broadcaster of
the year. And our |ocal managers take great pains to
introduce listeners to new artists. Here in R chnond,
for exanple, WRXL, there's a one hour program each
Sunday night featuring |local and regional bands. Up
the road in Washington, D.C., DC 101 New Misic Mart
every Sunday ni ght.

In fact Carbonleaf, an unsigned band from
right here in R chnond, has seen its nusic nove from
the Sunday night show to DG 101 power rotation. But
we don't just serve our communities by playing the
music our listeners want to hear. G ear Channel
stations around the country are deeply involved in a
wi de variety of local, civic and charitable events.

The bottom line is that good radio is
| ocal radio.

MR KRATTENMAKER  Thank you, M. Mays.
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Ms. McDernott?

M5. MDERMOIT: Thank you for conducting

today's hearing in R chnmond and for allowing ne to

appear . I'"'m executive vice president of Young
Br oadcast i ng, I nc. which owns and operates 11
television stations in various markets, including

WRI G TV, an ABC affiliate in R chnond.

| respectfully urge the Comm ssion not to
nmodi fy or repeal the 35 percent national television
owner ship cap. The 35 percent cap is essential to
| ocal i sm the bedrock principle on which the
congressionally mandated broadcast system is based.
The principle of localism is uniquely Anerican. It
has its roots in our federalist system of governnent.
As Virginia's favorite son, Thomas Jefferson warned
his friend, G deon Ganger in 1800, our country is too
large to have all of its affairs directed by a single
gover nnent . Public servants at such a distance and
from under the eye of their constituents nust, from
the circunstance of distance, be unable to adm nister
and overlook all the details necessary for the good
government of the citizens.

For the very sanme reason, Congr ess
rejected the notion of a highly centralized system of

terrestrial broadcasting. Unli ke the governnents of
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Europe, Congress opted for a system that would assure
to the fullest extent possible that America's
tel evision stations would be responsive to the special
needs and interests of the local communities they are
licensed to serve. As it is self-evident today, as
when Congress created the current system of
broadcasting, that it is not in the national interest
to have all the npation's television Dbroadcast
programm ng dictated each day, every day, seven days a
week, 52 weeks a year and year after year by a handful
of station owners.

Sone of you have asked, how would viewers
know the difference if the cap were raised? Viewers
will know because network owned stations nust serve
their parent network national and international
program distribution interests and the interests of
their station's |ocal viewers. Those interests are
often in conflict. A non-network owned station in
contrast has but a single responsibility to only serve
the interests of its local viewers. The interests of
| ocal viewers is the essence of |ocalism

Localism has meant that the citizens of
Springfield, Mssouri were spared an episode of NBC s
Fear Factor when the local station determned the

program would be offensive to |ocal viewers. No NBC
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station rejected, to ny know edge, a single episode of
t hat show.

Localism has nmeant that viewers in North
Dakota, Virginia, South Dakota, South Carolina and
ot her states have been able to watch Billy G aham on
their local stations. That, of course, would not have
occurred if these stations had been owned by a
net wor K. Localism has neant a Fox affiliate in
Ral eigh, North Carolina was able to reject Fox's
"Tenptation |sland" because it refused in its words to
support a program that could potentially break up the
parents of a young child. To ny know edge, none of
t he Fox owned stations rejected "Tenptation Island."

Localism has al so nmeant t hat NBC
affiliates collectively were able to persuade NBC to
allow themto carry a presidential debate rather than
a major | eague baseball playoff gane schedul ed by the
NBC net wor k. None of that, of course, would have
occurred had NBC owned their affiliate.

For 20 years, our conpany's Louisiana
station has aired a live broadcast of the rosary in a
very Catholic area, early each norning. Wen we
wanted to expand our l|ocal news and nove the start
time of the rosary program our network vehenently

obj ected because the rosary program woul d encroach on
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the network's early national news. If our station
were owned by the network, the rosary would not be on
the air.

An increase in the national cap wll
reduce the nunber of television stations to which
i ndependent program producers can sell progranm ng and
in turn wll eventually reduce the already snall
nunber of independent program conpanies. This is, of
course, of great concern to our conpany. Ri ght now,
70 to 80 percent of our programm ng cones from the
network and with sone conpanies, 100 percent of our
syndi cated programmng is comng from one syndicated
conpany.

The bal ance of power in the program market
has already shifted to the networks. If you raise the
cap, you will nationalize the nation's |ocal broadcast
system The network argunent for increasing or
repealing the cap is purely financial. They claim
they can no |longer conpete wunless they acquire
owership of their affiliates. It is a tired and
hol | ow argunent. The networks have nmade it for years.
If the networks owned television stations in America
t hey woul d have the sane argunent.

| don't know what Thomas Jefferson would

think about the "Fear Factor"” if he were alive today,
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nor do I know if he would enjoy a Billy Gaham
Crusade, a presidential debate or a rosary program
but 1 think he would concur that the |ocal television
station in Charlottesville should reflect the core
val ues of the people of Charlottesville and not nerely
the national and international program interests of a
maj or national television network.

Thank you.

(Appl ause.)

MR KRATTENMAKER: Thank you. M. Powel | ?

MR POAELL: Thank you. M/ name is Chris
Powel | . I'"'m the managing editor of the Journal
| nqui rer in Manchester, Connecti cut, the daily
newspaper serving 17 towns east and north of Hartford.
I'm here to protest Tribune Conpany's nobnopolization
of the news nedia in Connecticut and to urge the
Comm ssion to enforce the cross ownership rul e agai nst
Tri bune instead of repealing the rule.

The Tribune already owned two of the six
privately held television broadcast I|icenses in
Connecticut three years ago when it bought the Tines

Mrror newspaper chain. Acquiring Tinmes Mrror

Tri bune becane owner of Connecticut's largest daily

newspaper, the Hartford Courant, two other Connecti cut

dailies, the Stanford Advocate and G eenwich Tine; the
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four weekly newspapers of the Advocate chain in
Hartford, Fairfield County and New Haven, Connecti cut
and Springfield, Mssachusetts and the Valu-Mil
direct mail advertising conpany in Hartford. When

Tribune acquired Tines Mrror, news reporting said

that a big part of the corporate plan was to obtain
control of TV stations and newspapers and overl appi ng
markets and to coordinate their operations in
deliberate violation of the cross ownership rule, but
in anticipation of the rule's repeal. That is what
has conme to pass in Connecticut, where the Courant's
and Tribune's two TV stations now pronote each other
constantly and exchange feat ures.

As Tribune now wuses its grant of
governnment nonopoly on two channels on the public
airwaves to give the Courant a big advantage over all
the other newspapers in Connecticut, the Courant has
made exclusionary contracts wth newspaper feature
syndi cat es. That is, the Courant has nmade its
purchase of certain newspaper features conditional on
promses by the feature syndicates not to sell those
newspaper features to ny paper.

The worsening concentration of ownership
in the news nedia in Connecticut does not end wth

Tri bune Conpany. In the last few years, the Journal
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Reqgi ster newspaper chain has obtained not only the

daily newspaper in New Haven, but also the weekly
newspapers in New Haven suburbs and the Media News
G oup newspaper chain has obtained not only the daily
newspaper in Bridgeport, but also the weekly
newspapers in Bridgeport suburbs, t hat i s, in
Connecticut the so-called alternative press is now
owned by the sane big conpany downt own.

Announci ng today's hearing the FCC press
rel ease of February 7th said "the FCCs goal is to
pronote conpetition, diversity and localism in the
nmedi a. " I"d like to know how conpetition, diversity
and localismin the nedia are pronoted by the FCC s
giving two of Connecticut's six privately held TV
broadcast licenses to an out of state conglonerate
that already owns three major newspapers, three weekly
newspapers and a direct nmail conpany in the state when
as a practical matter no other newspaper conpany in
Connecti cut can have even one broadcast |icense.

Sone people say the cross ownership rule
should be repealed because the internet and cable
television are providing plenty of conpetition in the
news nedia. | don't know where these people |ive but
they can't be living in Connecticut. The state and

| ocal news and advertising provided by the internet
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and cable TV in Connecticut are negligible. News and
advertising in Connecticut are 99 percent nmatters of
TV and radi o broadcasters and newspapers.

I ndeed, if the internet and cable TV were
really providing so nmuch conpetition in the nmedia, the
congl onerates would be happy to expand by enterprise
that way instead of by acquisition of the existing
traditional nedia properties, existing broadcasters
and newspapers. But no, Tribune and other big nedia
conpanies are expanding through cross ownership of
existing properties because the big nedia conpanies
consi der cross ownership to be their best opportunity
for growth and gaining control of a market.

The awarding of broadcast |icenses --
governnment grants of nonopoly on the public airwaves -
-can be conducted in only two ways, to diversify
ownership of the nedia or to concentrate ownership.
The cross ownership rule has been a snall, but clear
affirmation that diversification 1is better than
concentration. On a national basis, it has been a
guarantee of a little diversification, though only a
tiny fraction of the diversification we could have.

| have never understood why we | et anybody
have nore than one broadcast license in this country.

Repeal the cross ownership rule and we are
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sure to get a lot of the concentration that it was
nmeant to prevent. That is precisely why the FCC is
being asked to repeal the rule. Repeal the cross
ownership rule and by governnent decree and patronage,
Connecticut wll be awarded the Tribune Conpany.
W're a snmall state, but we deserve better public
policy than that.

Thank you.

(Appl ause.)

MR KRATTENMAKER. Thank you. M. Sturnf

MR STURM Good afternoon. [''m John
Sturm president and CEO of the Newspaper Associ ation
of Anmeri ca. I'"'m grateful for the opportunity to
appear before you this norning, this afternoon,
because in the 28 years since the newspaper broadcast
cross ownership rule went into effect, ny association
has never had an opportunity before to bring our view
of this issue in front of the Conm ssion.

| wll take the next few mnutes to
denonstrate the inportant role that newspaper
broadcast cross ownership can play in enhancing the
gquality and the quantity of news and other | ocal
content available to the public. Once upon a tine,
long ago, the FCC affirmatively encouraged the

participation of newspaper publishers in the broadcast
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i ndustry. Even in its 1975 order adopting the ban,
the FCC expressly recognized the traditions of service
t hat newspaper publishers brought to the broadcasting
industry. These facts have not changed.

The Comm ssion also found in 1975 that
there was no evidence that comonly owned newspaper
and broadcast stations posed any threat of any
conpetitive behavior and that, on average, stations
co-owned with local, daily newspapers, provided nore
news and nonentertai nnent progranmng than other TV
stations. Happily, these facts too have not changed.

It makes perfect sense that newspaper
owned broadcast stations would excel in news coverage
and informational progranmng given their extensive
news gathering resources and their strong ties wth
the community. | ndeed, daily newspapers are by their
very nature nore deeply involved in and aware of the
activities, concerns, and issues affecting their |ocal
comunities.

The best evidence of the inpact of cross
ownership can be found in another set of facts, the
records of the 40 grandfathered newspaper broadcast
accommodat i ons that exist today, representing the full
ganmut of nmarket sizes from Mle CGty, Mntana to

Chi cago, I1'linois. These co-owned facilities
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consi stently have provided their hone conmmunities with
unmat ched |evels of service. By way of exanple, in
the Cedar Rapids, lowa market, KCRG TV, KCRG AM which

are jointly owed by the Cedar Rapids Gazette, offer

nmore news than any other stations in their markets.
The stations nake use of a wide array of newspaper
resources, including an onbudsman enployed by the
Gazette to review the fairness and accuracy of the
news reports offered by both the TV station and the
newspaper .

Simlarly, WO.-AM co-owed wth the

Chronicle Telegram in Lorraine, Cnhio, provides an

i npressive 24 hour news service with the local news
every hour on the hour as well as news sumaries every
hal f hour during the norning and afternoon drive.

And finally, in the much smaller Sioux
Cty, Nebraska narket, WAG 1Inc., owns both the

Norfolk Daily News and WAG AM As a result of this

cross ownership, WAG has built a solid reputation for
its news reporting, operations, earning it nore than
35 awards in the past several years.

These and the nunmerous other firsthand
experiences in other nmarkets have been filed in the
Conm ssion's record by NAA and many other parties such

as Gnnett in Phoenix, Mdia CGeneral in Tanpa, Belo
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(Phonetic) in Dallas and Tribune in Chicago, Los
Angel es and ot her markets.

These results are confirmed by the FCC s
sponsored studies that have been conducted on
newspaper broadcast cross ownership. I ndeed, while
there have been sone criticisnms of sone of these
studi es, the evidence that broadcast stations jointly
owed with daily newspapers provide your conmmunities
with both nore and higher quality news and
informational programming has not been seriously
guest i oned.

Specifically, the Spavins Study found that
affiliates co- owned with newspaper s experi ence
noticeably greater success under our neasures of
guality and quantity of |ocal news progranmng than
ot her network affiliates.

Ladies and gentlenen, the Comm ssion's
record establishes this set of facts that nust guide
your decision on this matter. The media world is
totally different now as conpared to when this ban
went into effect in 1975; no one can seriously suggest
ot herw se. Second, the experiences in the 40
grandfat hered markets over 28 years have denonstrated
a conplete absence of harm And third, the

Comm ssion's record and your own studies, reveal an
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abundance of superior service by newspaper-owned | ocal
stati ons. The ban is long outdated, has no current
basis and should be inmediately repealed in full. The
only thing proven that this ban has done is deny
public interest benefits to the great nunber of
markets in this country.

MR KRATTENMAKER: Thank you, M. Sturm

Ms. Tooney?

M5. TOOMEY: Good norni ng. On behal f of
the Future of Music Coalition, | want to thank you for
the honor of testifying today and | also want to thank
the inspiring audience for comng out and letting
their voices be heard.

M/ nane is Jenny Tooney. |'ma rocker and
a businesswoman and an activist and | speak to you

today as a working nusician and the executive director

of the Future of Misic Coalition. Most  wor ki ng
nmusi cians aren't super stars. Rather, they're
i ndependent and local. For the past three years, the

Future of Misic has worked on issues from webcasting
to health care, but one issue unites our entire
constituency and that's |lack of access to the radio.

G ven these concerns, last February we
began an 8-nonth research project to examne the

probl em In the study we asked the basic questions,
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how has ownership of commercial radio changed and does
the radio serve the essential regulatory priorities of
| ocalism conpetition and diversity?

Qur study finds the follow ng: there is
scant evidence that these priorities are inproved in
any way by the radical restructuring of the industry
that has taken place over the past six years. Rather
this restructuring has damaged a precious public
resource. Local i sm has w thered. The industry has
| ost one third of its owners and every |ocal nmarket is
control |l ed by four conpanies or fewer.

Those few independent operators who are
less concerned with reaching the nost attractive
denogr aphi cs cannot conpete in an environment where a
handful of nmedia corporations control every |ocal
mar ket . And there is scant evidence that radio
listeners, radio talent, governnent, social service
agencies and the music conmunity does not benefit from
t hese changes.

The fundanmental regulatory structures that
have governed radio for decades are overturned and the
public deserves an accounting of the inpact of these
changes and a true seat at the table as further
changes are debat ed.

The radi o i ndustry def ends its
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consol idated state by pointing at the other industries
and saying we're not as bad as those guys, but they
aren't those guys. Radio is not private property.
Radio is a public resource, regulated by the
governnment on behalf of citizens. The question is not
the gross nunber of owners. The question is how nany
owners exert control in a |local narket.

When nmeasur ed accordi ng to mar ket
concentrations of both I|istenership and advertising
dollars, radio denonstrates the same principles of
ol i gopolistic control now.

In virtually every local market of the
country, four conpanies or fewer control over 70
percent of the market and in nost cases those owners
are not |ocal.

The br oadcast i ndustry clains this
reduction in local ownership is not a problem In
fact, they say fewer owners in a market |eads to nore
di versity. They say radio conpanies wll avoid
conpeting wth thenselves in single format in a single
market. Yet, our study found regular and substantia
overl ap between supposedly distinct fornats. In the
nost extrene case, in the week of August 2, 2002, the
national charts for two supposedly distinct formats

over| apped at a 76 percent level. In other words, 38
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of the 50 songs on the to play list were the exact
same songs.

Furthernmore, this argunment msses the
fundanental logic of the value of the station group.
The primary goal of the station group is to (1)
attract the largest possible nunber of |isteners and
the nost attractive denographics and (2) to ensure
that if a |istener changes a station, they change it
to another station owned by the parent conpany. In
other words, the incentive is not to provide a
diversity of programmng to serve |ocal conmmunities
with a range of news, entertainnent and information.
The economc incentive is to assenble a honbgenous
| andscape of overlapping and economcally lucrative
audi ences that generate the nobst revenue.

In the February 18th issue of Fortune
Magazi ne, O ear Channel CEO Lowery Mys articul ated
the inportance of revenue generation at his conpany.
He said "we're not in the business of providing news
and information. W're not in the business of
providing well researched nusic. W're sinply in the
busi ness of selling our customers products.” This, |
woul d argue is the fundanental problem at the heart of
the nedia deregulation. The stated effort to pronote

conpetition, Jlocalism and diversity through |ess
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oversight has nerely led to an increased enphasis on
the bottom line. On the expense side, the incentive
for radio conpanies is to centralize operations,
i ncreasing the use of syndicated programm ng, applying
new technologies |like voice tracking and cutting
costs. In many cases, this syndicated programmng is
al so owned by the radi o parent conpany.

These strategies increase profit of the
parent conpany, while dimnishing the |ocal connection
between the citizen and locally |icensed station.

Qur radio study nakes a strong case that
concentration has distorted the health and functioning
of the radio market, but there are signs of this
negative change that go beyond the nunbers in our
st udy. At the nost recent Future of Misic policy
summ t, Congressman Mark Foley explained that as a
result of radio deregulation, the nunber of |ocal
stations that would provide him access to his
constituents has dimnished from five to one. I
suspect the station owners like M. Mys who decided
that the kind of local news programmng that would
have previously welcomed the Congressman on to the
airways is now not cost effective.

If this is happening in Florida, we can

bet it's happening all over the country and if this
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doesn' t raise questions about the danmage that

increased consolidation could inflict upon  our
partici patory denocracy, | don't know what does.

(Appl ause.)

MR, KRATTENVAKER: Thank you. |  woul d

like to thank the entire panel and two particul ars.
One, I've noticed that all the Conm ssioners have said
will you please bring us facts and data with which we
can assess our rules and | think every single one of
ou really listened to that. | think you really need
to be commended for it.

Secondly, |I'm not going to apologize for
t he weather because | didn't create it, but | do want
to say that |I'm sorry, | appreciate the way you all
condensed your remarks to 90 percent of the already
condensed that you intended to bring here and | think
you showed great good spirit and good charm about it.

Thank you very nuch.

e turn to guesti ons from t he
Conmmi ssi oners now. | realized 1'd been going in the
same direction every tine. That's not fair to

Conm ssioner Martin, so | thought I'd start with you,
sir.
COW SSI ONER  MVARTI N: In the interest of

letting the public go ahead and comment as nuch as
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possible, I'll pass.

MR KRATTENMAKER:  Conmi ssi oner Aber nat hy?

COW SSI ONER ABERNATHY: I"'m going to do
t he sanme thing.

MR KRATTENVAKER: ~ Chai rman Powel | ?

CHAI RVAN POWELL: "1l pass too. | had
one status report though that | wanted to share with
M. Mays because it was Comm ssioner Adelstein that
sent that canary down into the mne to test the air
down there and we just heard back from him this
norning and you're right, he's not dead. Actual |y,
what happened when he flew into the mne, he
i nmedi ately got acquired and he's now programm ng 12
radi o stations fromthe coal m ne.

(Laught er and appl ause.)

MR KRATTENMAKER: Conmi ssi oner Adel stein?

COW SSI ONER ADELSTEI N: | guess M. Mys
didn't think that the canary inmage flew It just
didn't fly. I'mgoing to pass in the interest of tine

so we can hear fromthe public.

MR KRATTENMAKER  As much as | would |ike
to turn sone questions to the Panel too, | think
we'll, if we have tinme later we'll cone back to them
Let's go to the public.

Peopl e who want to nake comments, please
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nmove up to the mcrophone. Watch the signal here. At
the end of one mnute you're going to be given a red
light and we are going to cut you off, not because we
don't like you, but because we want everybody to have
a chance to speak.

Sir, please state your tine.

MR MAZURSKY (Phonetic): M chael
Mazur sky, second generation of broadcasters. | thank
all of the Comm ssioners for comng to our city today.
Vel cone. My partner and | put a radio station that
was on silent status back on the air. W own four AM
radio stations here with the construction permt to
build a fifth radio station right now O M. Mys'
conments, of the diversity of formats in R chnond,
we're proud to have three of those formats that we
serve and we're the only ones that do that in the
mar ket .

M/ comment also is on what M. Mys was
sayi ng about how they hel ped the |ocal nmarket. They
i medi ately, when they consolidated a few nore of
their stations, took off an oldies format so we have
no oldies station in Ri chnond. They put on an urban
format to conpete against Radio One because they
needed to do that for their national dollars -- to try

to gain sonme of the national dollars, just is ny
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opi ni on.

My father was one of the founders of Lotus
Communi cations, a broadcaster since 1962 in Los
Angel es. | had the opportunity with ny partners to
buy a broken radio station here, 990 AM and | just
want to tell you since 1997 we put the station back on
the air. W have 35 enployees. VW have grouped
toget her our stations so we do gain sone efficiencies,
but we have been trying since 1997 to add a night tine

signal on this station and we did get a construction

permt.

MR KRATTENVAKER: Thank you, sir. Your
time is up.

Wat we're going to do, as | prom sed
earlier --

MR MAZURSKY: Can | say just one nore
t hi ng?

MR KRATTENMAKER. |'msorry, sir --

MR MAZURSKY: That it took from January
of 2000, a 5-day wi ndow to accept 200 applications
from AM guys like me to fix theirs so | can do nore
| ocal high school sports at night, to My of 2001
until | got the construction permt and I'mstill just
trying to get it on because of all the zoning and | and

issues, but | just want to tell you that we're working
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hard as | ocal guys to serve the conmunity.

MR KRATTENVAKER: Pl ease submt your 15
second statenent for the record. Thank you.

MR SNOADEN: W're going to now go to
Arthur Mobley who was in line first at the last public
conment, if he's inline. M. Mbley?

You have two mnutes, sir.

MR MOBLEY: Yes, I'mgoing to yield nost
of ny time, but I did want to again reiterate that if
the Conmmi ssion can |ook at how econom cally stations
make noney, they'll find a better answer to sone of
the dilemma that they're sharing. And 1'd love to
come back and testify with a bunch of facts that |'ve
conpiled also, but I'Il vyield the rest of ny tine
because | got to comment this norning.

MR KRATTENVAKER: Thank you. M.
Barrett?

MR BARRETT: I'm Alan Barrett, President
of the R chnond Branch of the NAACP and the NAACP
wants to issue a brief to statement in strong
opposition to nergers and consolidations that would
undermine mnority opportunities and we also want to
appeal to the FCC to not threaten the diversity and
denocratic ideals that are the phil osophic foundations

of this country.
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FCC s support for these kind of nergers
have done danmages earlier presenters have stated. The
ethnic, social and cultural pluralismwll suffer from
[ 1 naudi bl e] broadcasts and print journalism supported
by the FCC More restrictive control of popular
culture will not benefit diversity and in fact, they
will undermne [lnaudible] culturalism News events
will beconme comobdities that are subject to the whins
of corporate ownership. Controversial issues will be
diluted or filtered out all together. This neans that
mnority views would have less of a chance of being
pr esent ed. What happened to Bill Maher  and
"Politically Incorrect” is but one exanple. W risk a
situation when i ndoctrination can becone t he
intentional or unintentional product of oligopolistic
nmedi a mar ket s.

MR KRATTENMAKER: Thank you, M. Barrett.

(Appl ause.)

MR KRATTENVAKER M. R chnond?

MR Rl CHMOND: Yes, good afternoon. My
nane is John Richnond and the only reason |'m here
today is normally 1'd be teaching school but we got
snowed out so | find nyself here and I'Il just try to
get through as many as five observations as | can.

Qoservation 1. If you all are interested
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in finding a larger slice of the public, including a
larger slice of people that listen to the various
types of media that are out there, hold hearings in
t he evenings and on weekends. That's when nost of us
can cone out.

(Appl ause.)

Nunmber two, | find nyself less able to
find out what's going on locally than nationally
because | see the nedia already as nationalized.
There seens to be a fornulaic approach to |ocal news
cover age. In the norning and again during the
evening, | flip back and forth between the three mgjor
stations here. They have virtually the sane stories
on at virtually the sanme tinme and | don't need to know
about a rescue in North Dakota or a wunique pie
throwing contest in Texas and this type of story
inevitably takes up at least tw mnutes of the
newscast . And also an extra hour of news doesn't
necessarily mean an extra hour of news. Here's why.
A lot of tines stories get introduced or summarized
that are going to be covered in nore depth [ater on

Thr ee. | use radio for nost of ny nedia
entertainment and in this market it seenms |ike the
same songs are playing on every station, several of

whi ch are owned by O ear Channel and so a format does
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not necessarily nean diversity because as M. Tooney
said, formats overl ap.

(oservation four. As a principal, |
believe that you nust resist corporate, NPR and any
ot her pressure to restrict in any way the right of |ow
power broadcasters to set up as long as they don't
interfere with other | ow power broadcasters.

| look for views and news fromall over ny
locality, from left, right, up, down, center and the
restrictions that need to be | oosened are those on the
establ i shnent of |ow power stations such as Pronetheus

Radi o i n Phil adel phia --

(Appl ause.)

MR KRATTENVAKER: Thank  you, M .
R chnond.

M. Boone?

MR BOONE: | am Raynond H. Boone, editor

and publisher of the R chnond Free Press, the |oyal

opposition to nmonopoly journalism represented by the

Richnond Tines Dispatch. [I'malso a fornmer journalism

prof essor at Howard University and |I'm also a forner
Pulitzer Prize juror on two separate occasions.

| stand here to reinforce a lead editori al
this norning that was titled "Stop Mnopoly in

Jour nal i sni'. | also stand to reinforce ny letter to
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the Conmm ssioners calling for the end of the abuse of
the first anmendnment which is the cornerstone which is
the source or the protector of our denocracy. If we
do not do that, we are fueling an internal eneny.

| think it is appropriate that you neet in
Ri chnond, a city that has suffered nmuch because of the
abuse and a newspaper not respecting the first
amendnent .

To give you an idea of the conditions that
an i ndependent newspaper |like the Free Press faces it
is not only the nonopoly, but the kind of influence
that it has entrenched in the environnent. An
exanple, the min Ilibrary tossed out our three
vol unes, original volunes, sinply because we expressed
the view that was not consistent with that of the
nonopol y publication. Just two or three weeks ago, our
phot ogr apher was restricted --

MR KRATTENMAKER: Thank you

MR BOONE: One last sentence, please.
Restricted from photographically covering a historical
swearing in cerenony of the Chief Justice while the
nonopoly press was allowed to do that.

MR KRATTENMAKER: Thank you, sir.

MR SNOADEN: W're going to go for

anot her 15 m nut es.
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Sir.
MR BENNETT: M/ nane is Hans Bennett.
I'm an independent photojournalist and editor of

| nsubor di nati on ©Magazi ne from Phil adel phi a. ["d like

to talk about the 1issue of diversity and in
particular, the availability of news that challenges
President Bush's current war canpaign. |In ny opinion
the corporate nedia's reporting on the US. wars has
never been good, but this current consolidation
threatens to nake it even worse.

Despite the mllions around the world that
marched on February 15th against the war, Bush has
said he will attack without U N support, despite the
fact that this violates international law, the
mai nstream nedia is essentially supporting Bush in his
war drive. This very scandaled, illegal war has not
been addressed.

One of the clearest enpirical exanples of
US mlitary ties to the nedia machine is the fact
that FCC Chair, Mchael Powell, is the son of a war
crimnal, Colin Powell. Wien Colin Powell presented
supposed rock solid proof of Iraq's deception at the
UN earlier this nmonth, we did not have a critical
nedia to challenge his statenents. How many people

supporting the U S. massacre of Iraq know that --
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MR KRATTENVAKER  Thank you, sir, that is

two m nutes.

Yes ma' am

M5. EVELL: Hello, ny nane is Katie Ewell
and | work and live in Richnond and | was | ucky enough
to catch an article about the hearings. | had no idea
that nedia ownership deregul ation m ght happen. And
so | took it upon nyself to do a lot of research after

| read the article and in a lot of ny research | found

a lot of the opposing views. | guess |I'm a consuner
activist or a citizen activist now. | don't know what
you would call it, but I amnot for the deregul ation.

| see a lot of -- | don't like to have
everything comng from one or two corporations. And
I'd just like to say | wsh that nore people were
her e.

| wote a letter to the editor of the

Tinmes Dispatch and unfortunately it wasn't printed and

it's wunfair to assune that that's because Media
CGeneral mght have opposing views, but it's easy to
assune that that's why it was not printed.

And the biggest thing is, Chairman Powel |,
| know that you wanted us to bring evidence and |'m
just an individual and I want to ask what can we do as

individuals or concerned citizens to help you guys
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fight the courts, to gather the evidence that you need
to support our views?

| could do a tel ephone survey or you know,
would you like nme to docunent all ny nedia intake for
a nonth. What can the public do to help you guys
because apparently you don't have enough tinme to get
all the studies done together. I'mjust trying to ask
for help so that we can hel p you guys.

Thank you very nuch.

MR KRATTENMAKER: Thank you. Yes sir.

MR PARI SH: M/ nane is Janmes Parish and
I'm co-founder of the R chnond |mage Myving Co-op
which is a nonprofit here in R chnond that pronotes

and supports independent nedia nmakers.

| took the day off work so | could be
here. | had planned to be here a couple of hours, but
was so encouraged by the public support that | had to
call in and say | needed to be somewhere el se today.

And I'mglad that | have the flexibility to do that in
ny job and not everybody does.

And | would encourage you to hold sone of
these hearings in the evenings and on the weekends.
|'m guessing if you're listening to ny voice, you may
have sonme idea where | amfromat |east that | grew up

in the South. | grew up in a little town, Benson,
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North Carolina. And when I'min the South and when

I"'min North Carolina, | like to turn on the radio and
the TV and hear people that sound Iike nme and when |'m
in New York, | want to hear people who sound |ike they
are from New YorKk.

So | amfor the local and last night | was
in a club showing a bunch of filnms through ny
nonprofit to focus, showcase independent film nmakers,
nmedi a makers here in Richnond. And to highlight this
event so nedia nmakers would know to be here and we're
doing that because it's hard to have a voice and to
show our work elsewhere, so we gather in clubs wth
100 to 200 people at a tinme. But we can do that and I
encourage you to think about the local in this issue.
It's inportant. Thank you.

MR KRATTENMAKER ~ Thank you. Yes sir.

(Appl ause.)

MR MAZZA (Phonetic): H, nmy name is
Ant hony Mazza. | come from Philadel phia and ny
comment pertains to -- well, we've been here since

about 10 o'clock this norning for approximately six
hours of testinmony and we've briefly heard from the
public 20 mnutes before lunch, about 20 mnutes a
l[ittle while ago and now, where we've heard four or

five hours of testinony fromexperts and the panelists
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and I'"mjust wondering if this is all we have to offer
as far as inviting the public into this process, then
| just think that it's really deficient.

The other comment that | wanted to nake
was that | thought it was curious that we heard sone
testinmony from people from NBC and from Fox and from
d ear Channel about how consolidation pronotes
diversity and protects |ocalism and we've heard sone
very heartfelt stories from Detroit and sonme other
areas. But |'mjust curious where the representatives
of these comunities are that are the cheerl eaders of
this corporate protection that there are comunities
and representation that they're getting in these
corporate forunms because even groups |ike the tobacco
industry can trot out their corporate-funded grass
roots groups to talk about the evils of snoking |aws
and anti-snoking laws, but we haven't heard from one
citizen who wasn't on the payroll of these conpanies
cone in and testify that media consolidation has done
great things for ny local area.

(Appl ause.)

And |'m just wondering, | just hope that,
| really hope that we have another opportunity,
another public forum to hear the full range of

opi ni ons because |'m sure that they exist, but | just
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don't feel that we've been given the opportunity to
hear t hem here today.

(Appl ause.)

MR KRATTENMAKER:  Yes sir.

MR COLLI ER My nane is Chris Collier, |
live in Plynouth, New Hanpshire and | have 20 years'
experience in broadcasting. | then becane a parent
conpany and | have a subsidiary now | have a child,
he's 22 years old, but he has autism and he's very
literal. And when he heard about the angel of public
interest | couldn't explain what that was because he
wanted to know is that like Gabriel the archangel or
what is that? So | began to |ook into what was going
on and | noticed there is a particular fondness for
fai th-based nmetaphors. So I'd like --

[ END OF TAPE 4, SIDE A, BEG N TAPE 4, SIDE
B. ]

-- if we're to believe that narket can be
a religion, then we can take that to be the church
started by David Zarnoff. David and his well-financed
| egion of corporate |lawers who are responsible for
keeping FM radi o out of our hands for decades. David
told his followers the follow ng parable: what's good
for RCAis good for the USA. That breaks nost of the

Commandnent s.
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The 1996 Tel ecomunications Act allowed
the noney changers back in the tenple and today
they're here with a vengeance. The angel of public
interest hasn't got a prayer of being heard, nuch |ess
seen. The only place we can eavesdrop is a 50 watt FM
station just outside Mdesto.

Further deregulation 1is an indul gence
followed by a transgression. |If there's to be anyone
with a flamng sword guarding the American public, |et
it be the institution, the FCC, that has the power to
shape what we see, what we hear and how we think.
That's the cannon and creed that wll define us, our
val ues and our society.

Thank you very nmuch and | appreciate the
chance to be here today and to talk to you.

Thank you very much

(Appl ause.)

MR KRATTENMAKER: Thank you, sir. Yes
am

M5. RANNELL (Phonetic): Good afternoon.
M/ nane is Deborah Rannell and being a former teacher
| do know that people can only focus for about 20
mnutes so | do appreciate you staying with us for the
whol e day.

If I heard correctly, Conm ssioner Copps,
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you said that you were interested in the person who
didn't know the FCC existed. Well, | amthat cluel ess
person that you were |ooking for because up until
about two weeks ago | didn't know this issue even
existed. So | did come here today to learn. And this
is what |'ve |earned.

What ever side you all decide to vote on,

you have your enpirical evidence. | have heard sone
great speakers today. I think, as | said, whatever
you decide to do you will have the enpirical evidence

to back you up

So then what I'm thinking is that you're
going to have to go to your relationships, the people
you trust to nmake your decision. | want to be one of
t hose people that you trust, one of those people that
you listen to because | think of you as the steward of
nmy voi ce.

So let me share a fear | have. | amvery
mai nstream and conservative, at least |'ve been told
SO, so sonetinmes that one voice that we hear is real
warm and fuzzy for ne. I like that. | can go with
that. But it scares ne to death to think that I won't
have all these other voices comng at ne because those
other voices give ne the luxury of deciding if I'm

wrong and nmaki ng a change.
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They al so give ne the pleasure of deciding
I"'mright and | should stick with what | believe. And
| do believe that what you have heard today is that we
want you to trust us. W want you to listen to us.
You are the steward of our voice. And if we haven't
given you a good enough picture of the American
citizen --

MR KRATTENMAKER: Thank you, ma'am

M5. RANNELL: Then go get it.

(Appl ause.)

MR KRATTENMAKER: Thank you. Yes sir.

MR BRI DGES: M/ name is Al ex Bridges.
I"'m a reporter for a small newspaper just south of
Ri chnrond and 1've been there about four years, got
there straight out of college, actually. Wnt here to
VCU and | noticed that while | was at VCU there
weren't any places really to work straight out of
college that were of the calibre of say the Tines
D spatch or any of these other newspapers, so you had
to think small and that's how nost journalists get
their start.

But |'ve noticed that the diversity in the
area, across the state, | guess, has dw ndl ed. And
I'm not here to argue against corporations owning

several newspapers across the country because they can

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

252

still do a fine job covering |local events, but | think
that if you lift this cap, if you allow newspapers and
tel evision stations and radio stations to get gobbled
up by the large corporations, eventually it's not
going to work well and there's been a |ot of evidence
to show that diversity is dw ndling. When you cut
away from the diversity, you also start to cut away
from the dissemnation of information which s
generally the main goal of a journalist. And if you
cut away from the dissemnation of information, you
have a |ess educated public, a less infornmed public.
A less informed public means you have less of a
denocracy than you had before.

In nmy history lessons, | vaguely recall
that the Soviet Union had, | believe, two nedia
outlets for its entire country and that al so included
the Eastern Bloc and if you want to talk about
di versity, obvi ously that wasn' t very diverse,
especially since it was controlled by the governnent.
Wl l, eventually you'll have that sane diversity here
in Anrerica. You'll have dear Channel and you'll have
maybe even Media General owning everything in the
country and then you will not have any diversity.

Thank you.

(Appl ause.)
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MR KRATTENVAKER: And for our final

public coment, yes sir.

MR M LKUS (Phonetic): M/ nane is Chuck
MIlkus. |1'ma forner FCC attorney turned broadcaster.
You heard from ny partner, M ke Mazursky. W're
i ndependent AM broadcasters here in R chnond and |
want to nmake sure that the contribution of independent
broadcasters to diversity and localism is not
over | ooked. W' re doing a lot of good things here
bringing new formats to the market.

| urge you that in this rulemaking, if you
decide to toughen up and take sone action against
deregul ation in response to sone of the things you're
hearing, please don't do it in the way that will harm
smal | i ndependent broadcasters who are doing the best
we can to try and conpete against the large group
oper at or s.

One additional conmment to M. Mys, who
made a comment about the contribution of O ear Channel
to localism An anecdote that canme to mnd for ne is
| have two children, ages 13 and 10. They prefer to
listen to FM nusic stations, not ny radio station,
unfortunately, but there's a pop station in the market
here, 4. \Wenever we go to another city, the first

thing they do is we get in the car and they're |ike
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Dad, where's the @4 in this city? And it wusually

t akes ne about anywhere from 10 to 30 seconds to scan
the dial and find it and stations just sound the sane
when they're owned by the group owners, regardless of
what city you're in and | don't think that speaks very
wel | for localism

Thank you.

(Appl ause.)

MR, KRATTENVAKER: Sir, may | ask you to
submt your information for the public record.

Thank you very nmuch and you have the
floor.

MR BEST: My nane is den Best and |I'm
representing the Sierra CQub and the reason |I'm late
is because | actually got tied up in Menphis.

MR KRATTENVAKER ~ WI I you pl ease give us
your remarks, sir?

MR BEST: Yes sir, | wll. Before the
FCC considers any change that woul d  further
consolidate nedia ownership, it needs to investigate
instances of censorship by owners such as those
recently experienced by the Sierra Cub. In the past
eight nonths, the Sierra Cub has had tw radio
canpai gn ads rejected by stations, a radio ad produced

by the club last June urging Bill Ford, CEO of Ford
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Mot or Conpany to produce nore fuel efficient vehicles
was rejected by Detroit stations, but later aired by a
station in neighboring Canada. W shouldn't have to
go to Wndsor to have our ads run.

In Septenber, another ad, critical of
pollution from large dairy operations in Twin Falls
and Jerone, |ldaho was pulled by station owners, Cear
Channel Communi cations one week after the station
started getting -- was pulled by the station one week
after they got a lot of calls in an orchestrated
effort by advertisers conplaining about the Sierra
d ub ad.

Now this isn't directly related to the
FCC, but it involves Oear Channel. In Cctober of
| ast year, Cear Channel Communications and Viacom
whi ch own billboards in New Mexico rejected billboard
ads by the Sierra Cub in support of the Zuni Native
Anerican Tribe and critical of plans for an 18, 000
acre strip coal mne that would harm the Zuni salt
| ake in western New Mexi co.

| ask you this question in ny closing
remarks here, how can the narketplace of ideas which
you're so concerned about legitimately operate in an
envi ronnent where access to public airways is owned by

fewer and fewer corporations that view public
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di scourse as a threat to their bottomline?

Thank you.

MR KRATTENVAKER As the noderator of
this session | would like to thank all of the
panelists and all the contributors fromthe public. |
t hought the woman, the schoolteacher said it best,
we've heard a lot of very good tal ks here today, not
only from the panelists, but also from the nenbers of
t he public.

| don't know how many public hearings at
the FCC |'ve participated in, watched or even set up a
coupl e. | don't think any of them were as robust or
as informative as this and |I think that's all due to
the efforts of the Conm ssioners and of Dane Snowden
and his staff. And | wanted to thank you, Dane, very
much and give this to you to wap up

MR SNOADEN: Thank you, Tom and thank
you very nmuch for all of your good work in noderating
our panel and thank you all for comng today. |If you
did not have an opportunity to nmake a public coment
and you would like to submt a coment, you can go to
the FCC website at fcc.gov and click on the icon that
says ECFS Express where you can file your coment for
t he record.

Madam Secretary?
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SECRETARY DORTCH: This concludes the

Conmi ssion's Broadcast Omership En Banc hearing. The
Conmi ssi on thanks the panelists and the public for its
attendance. W are now adj our ned.

(Wher eupon, t he public heari ng was

concl uded.)
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